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WORLD MEWS 

Islamist party 
leaders may 
defy Turkish 
court ban 

Turkey's Islamist Welfare party 
appeared to be on a collision 
coarse with the secular state as 
its leaders ignored warnings not 
to form a new Islamist opposi- 
tion. Although the constitutional 
court dosed the party on Friday, 
Welfare leader Necmettb 
Erbakan said: “This [Islamist] 
Ideal will be fulfilled by the chil- 
dren of this nation., whatever the 
party or organisation's names." 
Page 2 

Bn Kin to maul BMr 

Leaders of Sinn Fein, political 
wing of the Irish Republican 
Army, will visit UK prime minis- 
ter Tony Blair today for a meet- 
ing likely to be dominated by 
Northern Ireland settlement pro- 
posals which Sinn F6in has 
rejected, and yesterday's loyalist 
murder of a Catholic. Page 7; Edi- 
torial comment. 

Page 15 

IffiA a carter booster 

European MBA courses - usually 
seen as pom* relations to the big 
US business schools - can help 
double their graduates’ salaries 
in under five years, an FT survey 
shows. Page 16 

Modrn to wins Bosnia poll 

Moderate pro-western opposition 
leader Mllorad Dodik was elected 
prime minister of the Serb half of 
Bosnia, ending six yeans' rule by 
har dlin e nationalist s who 
launched the Bosnian civil war. 
Page 2 

LabofRng ptena under ravlow 

European Union ministers are to 
review proposals for lahpiling 
genetically modified food after 
experts failed to agree on the 
issue. Page 5 

PHot charged ovor Nadir 

UK pilot Peter Dimond, arrested . 
by police investigating the escape 
from Britain of tycoon Asti 
Nadir, was charged with pervert- 
ing the course of justice. The for- 
mer Polly Peck International 
chairman, who laced £3tto theft 
and false accounting charges, ' 
fled to Northern Cyprus in 1963 
while on bail. . 

Leftists oaH for Earn poll 

Thousands of French commu- 
nlsts and other left-wingers ' 
march**! through Paris to 
demand a referendum before 
France Joins European economic i 
and monetary union. Communist ! 
Party leader Robert Hue also 
called for theEU to make jobs 
and soda! issues its priority. 

Ex-Nornim ctatoffs field . . . 

A former vice president and a for- 
mer managing director of 
Nomura Securities and a director 
of Japan's public highway corpo- 
ration were arrested on bribery 
charges. 

Qm Most ot Arctic mfats 

Hopes faded for 23 coal miners 
trapped after a methane explo- 
sion at Russia's Tsentralnaya 
coal mine in the arctic Vorkuta 
region. At least four were killed. 

Dig for salvation 

Malaysia's ruling party is asking 
its 708,000 youth members to 
grow vegetables and save on 
import bills. The campaign is in 
line with government appeals to 
Malaysians to help tackle the 
Asian economic crisis. 

Cardinals nxmart 

Pope John Paul n named 22 new 
cardinals, faeinrHng Ar chbisho p 
Frauds Eugene George of Chi- 
cago, and the archbishops of - 
Toronto. Mexico City, Vienna and 
Madrid. •••• _. 

More people In USJaRs 

The US prison population 
increased by mare than 96,000 or 
nearly 5 per cent to more than 
L7m in the 12 winrrift'q to June 30. 
the justice department said.- 
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Russian merger ItftiY COUlU 
set to put new i • ^ i l 

Clinch early 

Yukos and Sibneft. two of *■ M # 

Russia's leading oil companies, WW% AtVl W\ AVC 1 W\ 

will today announce a merger to ■ | I H ■ill I#-* | W ■ I I II 
create Yuksi. which wiU be one M. KK V/J. JLJI JL kllU 

of the world's top three oil pro- ■ 

ducers. Page 17; Opec tries to a « 
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Iraqis respond to call-to-arms 


Yukos and Sibneft. two of 
Russia's leading oil companies, 
will today announce a merger to 
create Yuksi. which will be one 
of the world's top three oil pro- 
ducers. Page 17; Opec tries to 
reverse production decision, 

Page 3 

Kohlbs r g Kravis Rob er ta , the 

Wall Street buyout firm, was lost 
night poised to pay more than 
Slbn for Regal Cinemas, one of 
North America's largest cinema 
chains. 

Psrsgrinm, the collapsed Hong 
Kong investment bank, said it 
hoped to find a buyer for its 
slimmed-down equity products 
business this week. Page 16 

The European Commission is 

expected to indicate that it has 
concerns about the proposed 
merger of global accountancy 
firms Price Waterhouse and Coo- 
pers & Lybrand. Page 19 

Kirch and Bertelsmann, the 

German broadcasting groups, 
hope to restrict US film studios* 
investment in Premiere, a pro- 
posed digital pay-TV venture. 
Page 19 

The Italian government agreed 
to the LV.OOObn ($2L9bn) sale of 
Autostrade, the state motorway 
network. 

BZW*s former chief executive. 

Bill Harrison, who is to take a 
senior role at Deutsche Morgan 
Grenfell, said he was sure that 
his hew German employer would 
not pull back from investment 
hanking as Barclays had. Page 17 

Cmivai industries, French 
upholstery and furniture group, 
is set to announce the acquisition 
of Nestled own, its third UK bed- 
ding company. Page 18 

CrtdJt Fonder do France, 

state-owned specialist property 
lender, is to receive a financial 
boost from government reform of 
a loan scheme for people on low 
incomes. Page 19 \. 

The Singapore government has - ; 
taken a 25 per cent stake in the 
Duke of Westminster's European' 
property business. Page 17 

AlOud Domaeq has received an - 
approach from at least one bidder 
Interested in buying its drinks 
business. Page 17; Lex, Page 16 

Ford Motor, the world's second 
biggest carmaker, plans to build 
a $150m factory near St Peters- 
burg. Page 19 ■ 

I nmarsat and Eutelsat, two of 

the world's biggest satellite oper- 
ators, are considering abandon- 
ing their co-operative ownership 
and making a $3bn public offer- 
ing. Page 18 

Arthur A nda m a n, the world’s 
largest professional services 
orgaiusation. Is seeking more 
time in the battle with its sister 
firm Andersen Consulting, which 
-is trying to break away. Page 17 

Crees-border acquisitions in 
Asia-Pacific countries fell by 50 
per cent in value in the second 
half of 1997, two reports show. 
Page 18 

Pearson, the media company, is 
looking at a possible auction of ." 
Future Publishing, its constnner 
ma gazine division, which might 
fetch up to £150m ($244.5m). 

Page 18 

Malaysia Airtime System, the 

national carrier, is seeking to 
delay the delivery of 20 aircraft 
from Boeing of the US by up to 
five years. Page 5 

Royal Dutch/Sbotl has held its 
first meeting with institutional 
shareholders to explain its new 
enrironmental and social poli- 
cies. Page 18 


EU finance ministers ready 
to back finance plans 


By James Bfitz in Rome 
and Lionel Barbor in Brussels 

European Union finance 
ministers are today expected to 
give qualified approval to Italy's 
plans to be a founder member of 
economic and monetary union 
next year. 

Barring last-minute objections 
from the Netherlands or Ger- 
many, ministers are likely to 
declare that the Italian govern- 
ment's latest projections for 
reform of its public finances are 
realistic and achievable. 

But the so-called Ecofin meet- 
ing In Brussels is expected to 
express reservations about the 
1998 budget and the sustainabil- 
ity of Italy's recent impressive 
drive to reduce its public deficit 
and debL 

Romano Prodi, Italy's prime 
minister, is hoping the Brussels 
meeting will give a strong 
endorsement of Italy's bid to join 
the single currency before Chan- 
cellor Helmut Kohl visits Rome 

tomorrow. 

A draft report on Italy’s latest 
efforts to cut its deficit was 
approved by the ElTs secretive 
monetary committee last week. 
The report is expected to form 




Rome visit: German 
chancellor Helmut Kohl 


the basis of today's judgment on 
Italy's Emu prospects. 

The document expresses reser- 
vations about projections for 
reducing Italy's long-term pen- 
sions liabilities - an issue that 
briefly toppled Mr Prodi's govern- 
ment last autumn and which Is 
seen as the biggest problem fac- 
ing the country. 

The draft states that the 
impact of recent reforms will be 
“very gradual”, but It concedes 
that the pensions system no lon- 
ger poses the same risk of finan- 
cial collapse as five years ago. 

The monetary committee - 
comprised of national treasury 
officials and central bankers - 
also suggests that the structural 
aspects of the 1998 budget appear 
limited and calls for a thorough 
overhaul of the Italian railways. 
The state railway system oper- 
ates at a loss of about L4.000bn a 
year, around 0.2 per cent of gross 
domestic product 

“This is one of the major chal- 
lenges for government action 
over the next few years," the 
draft says. 

Today’s Ecofin meeting is the 
first under the British presidency 
of the EU and one of the last 
formal opportunities for the 
Dutch and German governments 
to raise doubts about Italy's 
long-term fitness to join as many 
as 10 other EU members in the 
single currency. 

There have been suggestions in 
Germany and the Netherlands 
that Gerrit Zalm, Dutch finance 
minister, might resign if EU lead- 
ers back Italy's bid at the summit 
on May 2-4. 

Germany has also called for 
assurances over some aspects of 
Italy's finances. But Italy Is 
expected to show a public deficit 
of about 2.7 per cent in 1997. 
lower than Germany's. 

Virtue rewarded. Page 2 
Philip Stephens, Page 14 



Iraqi women give a victory salute after joining a paramilitary group yesterday. President Saddam 
Hnssetax declared a ‘holy war' on UN sanctions and called for a lm-stroug volunteer force to mobilise for 
a straggle aimed at breaking the embargo. Report, Page 16; Out to foil UN ‘detectives'. Page 3 ap 

Hyundai chairman calls for 
‘gradual decline’ of rival Kia 


By Haig Simon! an. 

Motor Industry Correspondent 

Decisions by the South Korean 
government over the future of 
Kia Motors, the country's second- 
biggest vehicles group, will deter- 
mine the fate of the nation’s 
motor industry, said Mong-Gyu 
Chung, chairman of Hyundai 
Motors, the biggest carmaker. 

Mr Chung said he hoped the 
government, which rescued ctebt- 
laden Kia last October, would let 
the company decline gradually. 
That would strengthen Korea's 
other carmakers and make room 
for Samsung's market debut in 
March. 

Selling Kia to another company 
free of debt “would be quite 
disastrous for us", he said in an 
interview in London. 

Mr Chung said allowing Kia. to 
wither was the most likely sce- 
nario. No domestic or foreign car 
company would buy Kia with all 
its debts. 

Yet the government's strait- 
ened financial circumstances and 
commitments to the Interna- 


tional Monetary Fund w'ould pre- 
vent a transfer of Kia's loans to 
state institutions and the sale of 
a rieaned-up version. 

Mr Chung, who heads the big- 
gest subsidiary of Korea’s second- 
largest industrial group, said the 
next three to six months would 
determine how fast Korea would 
emerge from its financial crisis. 

Success would depend on the 
speed and decisiveness of the 
country's new president in 
steering through industrial 
restructuring to allow weaker 
companies to collapse or be 
acquired. 

Fundamental labour reforms 
were also essential to allow com- 
panies to cut workers in response 
to lower demand. 

He said that in the motor 
industry alone. Hyundai expected 
domestic sales to fall by between 
25 per cent at best and 40-50 per 
cent at worst this year. 

However. Mr Chung, on his 
first trip outside Korea since the 
crisis, allayed fears among west- 
ern rivals of a flood of cheap Kor- 
ean car exports to maintain pro- 


duction at home. He said Hyun- 
dai had not changed its pre-crisis 
target of raising exports by 15-17 
per cent - from a total of about 
600,000 to 700.000 units - this 
year. 

Although the steep devaluation 
of the won would allow the com- 
pany to cut foreign prices sub- 
stantially. Hyundai intended to 
maintain prices. The increased 
margin would be used to cushion 
against deteriorating home condi- 
tions and to finance spending on 
improving the group's image 
abroad through advertising and 
marketing. 

“We don't have any intention 
to raise overseas sales dramatic- 
ally. It would invite some trade 
conflict and it wouldn't improve 
our profitability very much." 

Mr Chung said Hyundai 
Motors, which made net profits of 
Won87bn ($54m) last year, would 
for 1997 report “a positive profit, 
a little less than the previous 
year”. 

Flip side of Asian coin. Page 12 

US becomes top target. Page 7 


EU to end dispute 
with US over tallow 


-By Daniel Dombey In Brussels 

The European Union is poised to 
end a dispute over animal prod- 
ucts In soap and cosmetics that 
has clouded trade relations with 
the US for more than a year. 

In the next few weeks, the EU 
is expected to back changes that 
would allow products derived 
from tallow to be used in soaps 
and cosmetics. 

Tallow, a fatty substance made 
from cooking animal carcasses 
and skimming off the residue, Is 
almost universally used in both 
Industries. 

Last year the use of tallow and 
tallow derivatives in the two 
industries was technically ban- 


ned in Europe because of fears 
over BSE or “mad cow disease”. 
The parts of animals most at risk 
of carrying BSE - such as brains, 
eyes and spinal cords - are usu- 
ally left in the carcasses used to 
make tallow. The ban was not 
enforced, critics say. because of 
its impracticality. 

Lifting the ban would remove 
the legal uncertainty that bas 
bung over hundreds of millions 
of dollars of US exports to 
Europe. 

It would also reassure Euro- 
pean soap and cosmetic produc- 
ers that they would not have to 
make radical changes to the 

Continued on Page 16 
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Triumph for [ Italy wants virtue rewarded 


Bosnian Serb 
moderate 


Ciampi is building the case for admission to monetary union 


By Guy Dinmore in Belgrade 

A moderate pro-western 
opposition leader was yester- 
day elected prime minister 
of the Serb half of Bosnia, 
ending six years of rule by 
hardline nationalists who 
launched the Bosnian civil 
war. 

Milorad Dodik, whose 
party of independent Social 
Democrats has only two del- 
egates in the 83-seat Bosnian 
Serb parliament, was able to 
form a government of 
national unity with the sup- 
port of Moslem representa- 
tives based in the Moslem- 
Croat federation that makes 
up the other half of Bosnia. 

The former ruling Serb 
Democratic party led by 
Radovan Karadzic, who has 
been indicted for war crimes, 
failed to form a coalition 
with the ultra nationalist 
Serb Radical party following 
inconclusive elections in 
November. 

Mr Dodlk’s new govern- 
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meat represents the most 
radical shake-up of post-war 
Bosnian politics, and Is a vic- 
tory for the international 
community in its campaign 
to forge a viable single state. 
Mr Dodik, a 38-year-old busi- 
nessman from the 
north-west town of Laktasi, 
is a committed supporter of 
the US-mediated Dayton 
peace accord. 

He has allied himself with 
B iljana Plavsic, the pro- 
western Bosnian Serb presi- 
dent. Diplomats expect the 
new government will give 
the international community 
the confidence to arrest 
more war crimes suspects - 
perhaps Mr Karadzic him- 
self: 

The US is also about to 
launch a drive to get refu- 
gees to return to their 
homes, although such an 
operation would need consid- 
erable support from Nato 
troops. 

“We don't have anything 
to fear from the Interna- 
tional community. We only 
have to fear our own igno- 
rance and incompetence,” 
Mr Dodik said after an all 
night session of parliament 
in the north-east town of 
Bijeljina. The nationalists 
stormed out of parliament 
and refused to take part in 
the vote. 

Although Modem deputies 
supported Mr Dodik, none 
will have ministerial posi- 
tions in the new coalition. 


C arlo Azegiio Ciampi, 
Italy's Treasury min- 
ister, is likely today 
to take his country one step 
closer to its goal of joining 
the planned single European 
currency in 1999. 

There are strong indica- 
tions he will get broad 
endorsement of Italy’s eco- 
nomic reforms at a meeting 
of European Union finance 
ministers in Brussels. 

But even so Mr Ciampi 
knows he must wait a little 
longer before getting a firm 
signal his country can join 
the first wave of entrants to 
European economic and 
monetary union (Emu). 

Over the last 12 months. 
Mr Ciampi - who at 77 
remains one of Europe's 
more energetic finance min- 
isters - has conducted a 
lightning restructuring of 
the economy in his determi- 
nation to get Italy to qualify 
for the euro. 

In his budget for 1998 he 
i introduced fiscal tightening 
of L25.0Q0bn ($l4bn) that is 
expected to keep the budget 
deficit to at least 2.8 per cent 
of gross domestic product 
this year. 

Mr Ciampi is going to con- 
siderable lengths to ensure a 
cast-iron case for Emu entry. 
He has even promised to 
publish the outline of the 
1999 budget before the final 
decision on Emu entry at an 
EU summit in May. 

Moreover, he has sought 
to counter three specific con- 
cerns about the state of 
Italy's finances: 

■ The first concern is that 
the Treasury drastically 
cut transfers of cash to some 
500 public bodies over the 
past year without annulling 





Ciampi: must wait a little longer for firm Emu signal 


laws that entitle these self- 
same bodies to receive the 
transfers at a later date. 

A draft report to be dis- 
cussed by the EU finance 
ministers today claims this 
practice has created a 
stream of “residues" that 
could now amount to some 
10^2 per cent of Italy's GDP, 
posing a “danger for future 
expenditure." 

However, the report 
accepts assurances that the 
problem will be countered by 
a mare scrupulous system of 
budgetary control. 

■ The second concern is 
centred on Italy's overall 
debt, which, at around 122.7 
per cent of GDP in 1997. is 
among the largest in the EU. 

Here, Mr Ciampi has for 
the first time set out how 
the debt could be halved to 
60 per cent of GDP - one of 
the Maastricht criteria for 


monetary union - by 2009. 

This, he says, could be 
done if. over this period. 
Italy achieves nominal GDP 
growth of 4.5 per cent a year, 
a cost of debt at 5 per cent 
and a primary budget sur- 
plus (excluding interest pay- 
ments) of 5.5 per cent of 
GDP. 

Is this achievable? Giam- 
paolo Gain, director of 
studies at Conflndustria, the 
Italian employers' federa- 
tion, says Italy's primary 
budget surplus is now 6.7 per 
cent of GDP and that main- 
taining it at 5.5 per cent for 
12 years would virtually 
remove the scope for tax 
cuts and development spend- 
ing. “The government would 
have a tough political fight 
on its hands to say the 
least" 

Mr Ciampi’s office dis- 
agrees. It insists that the 


projections for debt reduc- 
tion are "optimistic but not 
over-optimistic.'' A boost in 
Italy’s privatisation pro- 
gramme - beyond what is 
already accounted for in the 
Ciampi plan - is deemed to 
be passible and would gener- 
ate receipts to reduce the 
overall stock of debt. 

' ■ Tbe pressure on Italy to 
reduce its debt quickly is 
partly generated by a third 
concern - the potential far a 
rise In pensions spending in 
the second decade of the 
next century. 

Tbe judgment of the paper 
being submitted to EU 
finance ministers today is 
that last year’s pensions 
reform by the government of 
Romano Prodi has “a medi- 
um-term effect that will last 
until 2007.” After that gov- 
ernment figures show pen- 
sions spending as a propor- 
tion of GDP rising from 14J5 
per cent to a peak of 15.79 
per cent in 2032. 

Paolo Onofri, Mr Prodi’s 
adviser on pensions, tries to 
play down the concern about 
this. 

He believes that, having 
first got the debt down to 60 
per cent of GDP, the country 
will have greater scope to 
deal with the pensions prob- 
lem than ft does now. 

“We can either spend more 
money getting ourselves 
through the transitional 
phase of difficulty regarding 
pensions." he says. “Or we 
can reduce the burden of 
taxes.” 

Here, as elsewhere, the 
impression that Italy wants 
to create is that things 
should get better, not worse. 


NEWStSGEST • 


in 


GreensiaNM^ Cennaz^smost 

papulous stock, voted al the weefcmd to remafa in * 1 
coalition, with Social Democrats in the state government, 
despite their opposition topiahsfaran. extension at the 
local Garzwefler open-cast lignite mine. Acrisls meeting 
near the existing Garzwefler site avoided, the collapse of a 
coalition which Greens and the SPD hope -Rill also take - 
power in Bonn-after federal elections m September 27. 

However, the meqtmg; fail ed to resolve a policy split 
between the Greens and the SPD, which m .North ... 
Rhine- Westphalia has based its economic policy largely 
around energy production; particularly coal Greens still. 
hope to block Garzwefler IL ., 

The SED meanwhile kicked off its campaign in the 
March l state elections m Lower Saxony, with opinion 
polls pointing to a “red-green’ 7 coalition a likely outcome 
of September's federal elections. But the SPD faces an 
internal row over the tinting of its choice of candidate to 
run against Chancellor Helmut Koht GerbaM SchrOder, ' 
Lower Saxony's premier, called for a decisicria by the party 
leadership earlier than March 16. ifafoft Atkins, Bohn 

■ CZECH POLITICS . 

Right forms breakaway party 

The Civic Democratic party (ODS). which led the Czech 
Republic from its foundation in 1993 until last month, 
imploded at the weekend when 30 of the party's 68 
deputies formed a new party called the Freedom Union 
party. The split marks the end of the ODS as the guiding 
force of the country’s transformation from communism. | 

The split Is the result of a feud between senior members 
of the .party and its founder, Vaclav Klaus, which came to ! 
a head last month when Mr Klaus was .forced to resign as 
prime minister over a political funding scandal The 
creation of the Freedom Union party means four main 
parties are competing for the centre-right vote against one 
party, tbe Social Democrats, on the centre-left. 

Mr Klaus has vowed to oppose the government in its 
vote of confidence on January 27. which means it will 
need the support of the Social Democrats. They will 
decide how to vote next weekend after the government 
announces its programme. Robert Anderson, Prague 

■ ROMANIAN REFORMS V 


James Blitz President backs PM 


Turkish Welfare leaders defy party ban 


By John Barham in Ankara 

Leaders of Turkey’s Islamist 
Welfare party yesterday appeared 
set on a collision course with the 
secular state after they ignored 
warnings not to form a new Islamist 
opposition grouping. 

Necmettin Erbakan, Welfare’s 
leader, said: “This [Islamist] ideal 
will be fulfilled by the children of 
this nation, whatever the party or 
organisation's names. Our nation 


will definitely form a great Turkey 
again. Ideals cannot be changed. 
flinw cannot be changed.” 

The constitutional court on Friday 
closed Welfare for conspiring 
against the secular state.lt also 
barred Mr Erbakan and five other 
senior Welfare members from politi- 
cal office for five years. 

President StUeyman Demirel said: 
“Nobody has the right or privilege 
to violate the laws of the Turkish 
Republic. Today's parties and ones 


to be formed must pay more atten- 
tion to the consti tuti onal court, the 
prosecutor and the public." 

Newspapers yesterday quoted Mr 
Vural Sava$ , the appeals court pros- 
ecutor who led the case against Wel- 
fare, as saying: “If any party is act- 
ing as the continuation of a 
dissolved party, we will also seek its 
closure by the constitutional court." 

Welfare emerged as Turkey’s larg- 
est party in elections in 1995, but 
fell far short of a majority. 


Mr Erbakan served as the coun- 
try’s first Islamist prime minister 
for IX months until a political cam- 
paign led by the secularist army 
forced him from office last June. Mr 
Sava? brought charges against Wel- 
fare at the height of the campaign, 
accusing the party of bringing the 
country to the brink of civil war. 

Party members are obeying Mr 
Erbakan's appeals for calm, but 
gave him a hero's welcome at meet- 
ings over the weekend. 


Rmfl Cocstantinescu, Romania’s president, has thrown 
his weight behind Victor Ciorbea, prime minister, and 
called an emergency parliamentary session on Wednesday 
for a vote cf confidence in the government and the reform 
process. 

Mr Constantinescu’s move appears to be an attempt to 
call the bluff of the Democratic party (PD), tbe minority 
coalition partner, whose demand last week for Mr 
Ciorbea’s replacement sparked the present crisis. Tbe 
president and prime minister belong to tbe majority 
party, the N ational Peasants. 

Tbe president said that from. now on, every - 
parliamentary vote on a new law would be considered a 
vote of confidence. If there were no censure motion within 
three days of a law being passed by parliament, he would 
take this as parliamentary authorisation for the 
government. Tbe PD also does not want to provoke early 
elections, as its poll rating has slumped., Ancrtol Lieven : 
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This announcement appears as a matter of record only 
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It takes 140 countries to 
accommodate all our 1VIBA students 


The Herioc-Watt University 
MBA Programme is one of the 
world’s hugest with more than 
8,000 students studying for 
examinations at 300 centres in 
140 countries. 

Id Nordi America, where there 
is a wider choice of MBA 
programmes than anywhere in 
che world, it is one of the most 
popular MBA programmes with 
some 3,000 students. 

We have achieved our 

international success by 
attracting experienced faculty 
with leading-edge expertise in 
their specialist subjects, an 
excellent reputation for 
teaching, and a truly 
international perspective. 

Their depth of experience is 
reflected in the high quality 
study materials which have been 
developed in association with 


Financial Tunes Management, 
a world leader in management 
education. 

We are also much more flexible 
than most business schools. You 
can study full-time or pan-time 
at the new, superbly equipped 
business school in Edinburgh. 
Or you can study where you live 
and work through distance 
learning, and take examinations 
at your nearest local centre. Or 
you can combine study methods 
as it suits you. 
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MANAGEMENT 


Choosing the right MBA for 
you is one of the major 
decisions in your early career, so 
why not take advantage of the 
opportunity to spend four days 
at one of our summer, schools in 
Edinbuigh before reaching a. 
decision? There is a wide choice 
of modules and you'll soon 
discover why our MBA 
programme is so much in 
demand the world oven 

For a copy of die 1998 
prospectus, including 
information about 1998 
summer schools, please contact: 

Fi n a ncia l Times. Management - 

Fax (+44) 171 240 8018 
RmaiL 

hwamnba@fenanagement.com 
phone r (+44) 171 447 2020 
128 Long Acre 
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Saddam out to foil UN ‘detectives’ 
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teat backs PM 


S ince the beginning of 
the United ■ Nations 
bunt for Iraq's weap- 
ons of mass destruction, 
Baghdad has played a "cat 
and mouse" game with the 
UN special commission 
charged with finding and 
destroying the Iraqi arsenal 
(Unscom). 

But with every round, 
Iraq's focus becomes more 
specific and in the latest 
standoff with the UN, Bagh- 
dad last week barred a team 
of inspectors led by Scott 
Ritter, . an American it 
accuses of espionage. 

On Saturday President 
Saddam Hussein renewed 
his threat to halt UN inspec- 
tions and warned Washing- 
ton against talcing any mili- 
tary action over Baghdad's 
deepening row with the UN. 

Experts who have been 
involved in inspections say 
that what Mr Saddam is 
doing - and getting away 
with - is distracting atten- 
tion from the basic objective 
of inspection and seeking to 
make the process ineffective. 

"Saddam has sought and 
de facto achieved that he can 
dictate that sites like presi- 
dential palaces cannot be 
inspected," says Tim Trevan, 
former senior adviser to 
Unscom. "And now he is dic- 
tating the composition of 
teams, which Is like negotia- 
ting on a jury until you get 
the one most favourable to 
your case and ensuring that 
inspections teams are incom- 
petent or do not' have the 
expertise to carry out the 
job." 

The unfortunate result, 
says Mr Trevan. is that the 
international community 
becomes focused on appeas- 


ing Baghdad about the com- 
position of inspection teams, 
rather than getting Iraq to 
comply with inspections. 

The job of finding and 
destroying. Iraq's arsenal 

involves often extraordinary 
detective work, it Is so com- 
plex that many observers 
doubt it will ever prove sat- 
isfactory, since Iraq's past 
behaviour shows it is likely 
to do all it can to continue 
deceiving inspectors. 

Critics of UN sanctions on 
Iraq, meanwhile, argue that 
Inspectors are so suspicious 
of the Iraqi regime that 
inspections could go on 
indefinitely - and thus so 
could sanctions, which can 
be lifted only when the UN 
declares Iraq free of weapons 
of mass destruction. "The 
whole thing depends on Iraqi 
co-operation," explains Terr- 
ence Taylor, a former chief 
inspector who is now assis- 
tant director at London's 
International Institute for 
Strategic Studies, "You can- 
not do it without co- opera- 
tion and that is what the 
current fuss Is all about" 

Six years after Resolution 
687 was passed by the Secu- 
rity Council requiring Iraq 
to make full disclosure of its 
weapons of mass destruc- 
tion. significant progress has 
been made in uncovering 
and destroying Iraq's ballis- 
tic missiles as well as 
nuclear programmes. 

On chemical weapons, Iraq 
has yet hilly to disclose its 
programme to develop VX, 
the most toxic chemical 
nerve agent. But the area 
that remains of greatest con- 
cern - and has sparked the 
crisis with the Security 
Council in recent months - 





Baghdad has barred inspectors led by Scott Ritter (left), who is accused of espionage 


is biological weapons, which 
are more dangerous than 
chemical agents because a 
lighter quantity can kill 
more people. 

It was not until 1995 that 
Iraq admitted having devel- 
oped biological weapons. 
How this admission was 
forced out of the Iraqis is a 
typical example of the elabo- 
rate detective work involved 
in inspections. 

As is often the case, the 
inspectors' first hard evi- 
dence that Iraq might be 
developing biological war- 
fare agents came from 
import documents, which 
showed that in 1987 and 1988 
Iraq had imported 40 tonnes 
of a substance called growth 
media - which can be turned 
into fatal viruses and bac- 
teria. Although tbe sub- 
stance can be legitimately 
used in hospitals, the 


amount bought by Iraq 
seemed hugely out of line 
with normal medical use. 

The inspectors' first task 
was to try to account for the 
40 tonnes, and the Iraqis pro- 
vided documents proving the 
substance bad all been deliv- 
ered to hospitals. But Mr 
Taylor, for example, was 
given 23 documents which, 
after forensic checking, 
appeared not to be originals. 

“When we asked for the 
originals, we were told some 
were lost and they had to 
reconstruct them,” he 
recalls. 

"When we asked how 
they were lost, they said 
they were burnt in a fire. 
When we asked how docu- 
ments in a metal cabinet 
would catch fire, they said 
the door of the cabinet was 
open. Each story individu- 
ally could have happened, 


but not all put together.” 

Even before inspecting the 
documents, suspicions about 
a biological weapons pro- 
gramme bad led inspectors 
to draw up a list of all facili- 
ties containing equipment 
that could be used to turn 
the growth media into bac- 
teria and viruses or could in 
any way contribute to a bio- 
logical weapons programme. 

So they had to visit and 
inspect facilities ranging 
from detergent factories, 
pharmaceutical production 
plants and breweries to 
dairy factories and vegeta- 
ble-oil processing plants. 

By July 1995 enough evi- 
dence had been uncovered 
and suspicion nurtured to 
warrant a confrontation 
with Iraqi officials, who had 
to admit that Iraq had 
indeed developed biological 
agents. But they insisted 


they had only produced the 
agents. They had not Tilled 
weapons with them. 

This turned out to be a 
half-truth. In August the 
same year, the defection of 
Hussein Kamel Hasson. Mr 
Saddam's son-in-law. who 
had been responsible for 
Iraq's weapons procurement 
programme before the Gulf 
war, forced the Iraqis to con- 
fess to having tilled missile 
warheads and tactical Held 
artillery with incapacitating 
crop agents. 

This led UN inspectors to 
several sites, among them A1 
Hakam. one of the most 
important production facili- 
ties for anthrax - a living 
organism with fatal effects 
in humans and animals - 
which was being produced 
under the cover of such 
products as protein additives 
for animal foods. 

If much scepticism 
remains today about Iraq's 
biological weapons, it is 
because the Iraqis have said 
they had filled 25 warheads 
with biological agents but 
claimed they had destroyed 
the warheads, without being 
able to show inspectors 
where or how. 

Although Iraq is not 
accused of continuing to 
develop biological weapons, 
"we still don’t know the 
level and range of their bio- 
logical weapons, the person- 
nel involved and where 
everything was carried out," 
says Mr Taylor. “We need to 
know this in order to carry 
out long-term monitoring. 
Biological weapons can be 
restarted in dual facilities if 
we loosen the grip." 

Roula Khalaf 



Opec move to back 


By Robert Cordne in London 

Several Opec states are stepping up their 
efforts to find a politically acceptable solu- 
tion that would allow the oil exporters’ 
group to back away from a recent decision 
to increase its production ceiling by 10 per 
cent 

The decision helped drive oil prices down 
to their lowest levels in 45 months, a devel- 
opment which threatens the budgets of a 
number of Middle Eastern oil producers. . 

An emergency meeting later this month of 
the ministerial watchdog committee of the 


Organisation of Petroleum Exporting Coun- 
tries will have to agree on specific recom- 
mendations if it is to have any positive 
impact on the bearish sentiment pervading 
world oil markets, according to o£Bcials pre- 
paring for the meeting- Iran, the world's 
third largest oil exporter, yesterday con- 
firmed that its oil minister would chair the 
meeting in Vienna on January 26. 

Tehran is said to be growing more con- 
cerned about the financial impact ot the 
slide in oil prices that followed the Novem- 
ber meeting of the Opec, at which Saudi 
Arabia engineered a 10 per cent rise in 


off output 

Opec's production ceiling. Although the 
committee cannot roll back the ceiling 
increase, Opec officials say it will need to 
agree specific steps aimed at easing the pres- 
sure on prices. "Creating a lot of market 
expectations and then just agreeing on gen- 
eralities would be a disaster." said one Mid- 
dle Eastern oil official yesterday. 

The growing concern over weak oil prices 
was hi g hli ghte d yesterday when the Gulf 
sultanate of Oman called for a meeting of 
regional oil minis ters to come up with a 
response to weak prices. 

Although Oman is not an Opec member. 


decision 


ail industry observers say its appeal is sig- 
nificant as it shows the depth of feeling in 
the region that the Saudis may have mis- 
timed their initiative. 

Some Opec states fear Saudi Arabia, the 
dominant Opec oil exporter, may dig in its 
heels to save itself the political embarras- 
ment of having to drop a policy so closely 
identified with Riyadh. 

"All countries make economic mistakes 
sometimes," said one Middle Eastern oil offi- 
cial “But no country can afford to be obsti- 
nate in respect to the revenues of other 
sovereign states." 


NEWS DIGEST 

Khatami rival 
denounces US 

Efforts by Iran's President Mohammad Khatami to 
improve relations with the US suffered a setback at the 

weekend when members of parliament gave a standing 
ovation to a speech by Ali Akbar Nateq-Nouri. the 
parliamentary speaker, in favour of Ayatollah All 
Khamenei, Iran's spiritual leader, following the 
ayatollah's scathing attacks on tbe us. 

“All MPs started shouting 'death to America’." 
according to one eye-witness. Ayatollah Khamenei, in his 
Friday prayers speech at Tehran university attended tay 
many of Iran’s senior government officials and military 
officers but not Mr Khatami, said Iran did not need any 
talks or relations with the US. 

He described the US as “the enemy of the Islamic 
republic, the enemy of your Islam, of your independence 
and of your honour". Talks with the US have no benefit 
for us and are harmful to us," he said. It was Ayatollah 
Khamenei's first public reaction to Mr Khatami's CNN 
broadcast on January 7, in which he called for "dialogue 
and understanding” and cultural exchanges with the US. 

According to Ir anian observers, the setback to President 
Khatami's policy of dialogue may not last. Mr Khatami's 
opponents, they say. have no policy to ofTer except 
continuing isolation for Iran, whereas he was elected to 
the presidency In a landslide vote by offering a new 
beginning and the end of isolation. Robin AUen, Dubai 
Cohen to urge missile sales halt. Page 4: Kink el considers 
policy. Page 5 

■ KENYA FLOODS 

Heavy rain kills at least 86 

Floods caused by tbe heavy rain have killed at least 86 
people and caused the worst damage in Kenya's recent 
history. In the capital Nairobi, one-third of the city’s 2m 
population was yesterday left without fresh water after a 
main supply pipe snapped into two. apparently after 
heavy rains exposed it. 

Torrential r ains were expected to resume on Wednesday 
or Thursday and President Daniel arap Moi has appealed 
for international help to help flood victims and repair 
infrastructure. Reuters. Nairobi 

■ TROOPS WITHDRAWAL 

Israel delays presenting plan 

Benjamin Netanyahu, Israeli prime minis ter, will not 
present Israel's plan for the scope of an overdue troop 
withdrawal from the occupied West Bank when he meets 
Bill Clinton. US president, in Washington tomorrow, the 
Israeli cabinet decided yesterday. Israel's reluctance to 
say how much land it would cede to the Palestinians has 
obstructed efforts to revive the Israeli-Palestinian peace 
process. Washington has urged Israel to carry out a 
“credible and significant” redeployment in the West Bank 
to rebuild Palestinian confidence in the talks. Yassir 
Arafat, Palestinian leader, is scheduled to meet Mr 
Clinton in Washington on Thursday. 

Palestinian officials said the decision was the latest 
indication that Israel had no intention to try TO break the 
deadlock in Washington this week. The cabinet will only 
consider the further redeployment “up to a ceiling which 
will not damage the vital interests of the state" after Mr 
Netanyahu returns from Washington. 

Editorial Comment, Page 15 Avi Machlis. Jerusalem 
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Our relationship with new 
currencies already has long 
tradition. Since the middle of rhe 
last century we have supplied 
precious metals which were used 
to mint coins. 

We see the conversion co 
the Euro as an opportunity for 
more economic cooperation in 
a better Europe. 

We at Degussa are already 
experiencing the advantages of 
rhis new development, because 
we have been active for years 
in Europe’s many important 
commercial centres, from 
Scandinavia to Portugal. 


For even more than a quar- 
ter of a century we have been 
operating a large chemical facil- 
ity in Antwerp, to mention jusr 
one city. Today more rhan 75 per- 
cent of our employees work in 
Europe. And Europe accounts for 
more than 60 percent of our sales. 

Therefore, sun and moon, 
symbols for gold and silver, 
also signify our commitment 
to international trade. They 
stand for our crossborder re- 
search activities, out far-reaching 
commitment to the environ- 
ment, and our presence in world 
markets. 
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the circle, chat stands For a new 
Europe. 

For Degussa, it all began 
with gold and silver. Today 
we shine in many more fields. 

http://www.degussa.de 








SOLUT/0 % 


Degussa 





4 


FINANCIAL TIMES MONDAY JANUARY 19 1998 


NEWS: ASIA-PACIFIC 


Indonesian group turns to 
Chase Manhattan for help 


By Sander Thoenes and 
Peter Montagnon in Jakarta 

Bakrie & Brothers, the 
diversified Indonesian con- 
glomerate. has hired Chase 
Manhattan as its financial 
adviser to help the group 
meet looming off-shore debt 
obligations, amid growing 
signs that Indonesian enter- 
prises are ready to sacrifice 
assets and image to save 
themselves. 

Bakrie Ss Brothers, the 
listed part of the Bakrie 
Group, is the first Indone- 
sian company to publicise 
efforts to restructure and 
reduce exposure to 
short-term debt, which has 
tripled in rupiah terms over 
the past few months as the 
currency has collapsed. 
Ciputra Group, a leading 
property company, has yet 
to confirm reports that it 
hired ING Barings as an 


adviser, and numerous other 
groups are believed to have 
hired similar experts. 

Most Indonesian enter- 
prises have been slow to 
respond to their debt expo- 
sure - and almost all have 
publicly denied it - expect- 
ing the currency to recover 
before debt payments start 
to hurt. But the rupiah fell 
from Rp2,600 to the dollar in 
July to RplO.000 earlier this 
month, ending at RpSJZOO on 
central bank intervention on 
Friday. 

Last week the government 
estimated foreign debt had 
reached Sl-lObn. including 
S20bn in short-term debt. At 
least SSObn was private debt 
and much of it was not 
hedged. 

Bakrie and most other 
companies have in recent 
weeks negotiated rollovers 
for much of their debt, as 
they are technically bank- 


rupt at the going exchange 
rate. Bankers fear any new 
fall of the rupiah could spark 
a debt moratorium, official 
or de facto. At least 40 com- 
panies have already 
defaulted, by market esti- 
mates. but lenders have 
rarely gone public on bad 
loans. 

Bankers said the prospect 
of finding an over-arching 
solution to Indonesia's cor- 
porate debt problems was 
made harder by the number 
of companies involved and 
the wide range of borrowing 
instr ume nts they have used. 
Because Indonesia has no 
workable bankruptcy law. 
lending banks are unable to 
foreclose and attach the 
assets of debtor companies. 

Compared with Bakrie. 
known to be one of Indones- 
ia's most heavily indebted 
companies, others are better 
placed. Companies in the 


Sinar Mas group, which has 
extensive interests in pulp 
and paper, have borrowed in 
international bond markets 
relatively recently. 

One difficulty if Indonesia 
opts for a moratorium is that 
it could drag down compa- 
nies otherwise capable of 
surviving. 

But at present exchange 
rates almost no company 
can afford to meet obliga- 
tions and many have quietly 
stopped doing so. Local bro- 
kers estimate that less than 
10 per cent of listed compa- 
nies are solvent at present 
rates. 

Crucial this week will be 
the performance of the 
rupiah. A modest recovery 
on Friday was widely attri- 
buted to intervention by the 
central bank, which has so 
far been reluctant to use its 
reserves to bolster the 
exchange rate. 


Cohen to 


urge Iran f 
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Hanoi acts on currency pressure 


By Jeremy Grant in Hanoi 

Vietnam's central bank has introduced 
measures aimed at attracting hard cur- 
rency 3 way from the unofficial market 
and into the banking system, in a bid 
to ease pressure for devaluation. 

One measure allows foreign banks to 
book forward foreign exchange con- 
tracts for corporate clients for the first 
time, offering traders a chance to 
hedge against future currency move- 
ments. 

The move coincides with a Further 
hardening of the International Mone- 
tary Fund's stance towards the commu- 
nist authorities over stalled economic 
reforms. 

IMF officials said a visiting mission 


bad issued a blunt message to Hanoi 
that talks over fresh concessional fund- 
ing - already months behind schedule 
- could not restart unless there were 
steps taken to reform state-owned 
enterprises and debt-ridden banks. 

Foreign bankers nevertheless wel- 
comed the central bank decisions. 

They were also encouraged by a sec- 
ond decision designed to force export- 
ers to sell surplus bard currency to 
banks. 

Signs that exporters have been 
hoarding dollar receipts and trading 
them through unofficial channels have 
alarmed the authorities, faced with an 
acute shortage of hard currency. The 
local currency, the dong, is non-con- 
vertible. 


“These two regulations, hand in 
hand, could take some of the 
short-term pressure off calls for a 
devaluation. It’s a good step towards 
redressing the gap between supply and 
demand." said Peter McLean, treasury 
manager at Standard Chartered Bank. 

Pressure has been mounting on Viet- 
namese h anks and traders to find dol- 
lars to meet short-term trade obliga- 
tions. many of which are falling due as 
stricken Korean b anks and trading 
houses call in debts. 

Bankers say about 9600m is owed to 
Korean. Japanese and other institu- 
tions over the next three months. Kor- 
ean embassy officials admit to unpaid 
debts to Korean companies of about 
$i00m. 


By Tony Walker in Beqmg 

William Cohen, US defence 
secretary, this week will 
seek to prise open China's 
secretive military in a visit 
to prepare for a tom: to Bei- 
jing later In the year by 
President Bill Clinton. 

The defence secretary will 
also press Beijing for firm 
undertakings to stop selling 
missiles to Iran. China has 
said it will halt transfers of 
C-801 and C-8Q2 cruise mis- 
siles, but has been vague 
on whether this refers 
to new or existing con- 
tracts. 

The US has been urging 
Beijing to engage in more 
candid discussions about 
security issues and to open 
its military facilities to 
closer scrutiny, but Wash- 
ington has been frustrated 
by Chinese Jack of openness. 

Mr Cohen's visit is also 
being billed as the begin- 
ning of a “new phase" in 
military relations following 
the successful summit last 
October between Mr Clinton 
and Jiang Zemin, his Chi- 
nese counterpart. 

“1 think we are entering a 
new phase of our military 
relationship now,” said a 
defence official travelling 
with Mr Cohen. 

Washington is anxious to 
expand a military dialogue 
to eliminate distrust and 
promote co-operation with 
Beijing. 

Mr Cohen said the US 
would maintain an embargo 
on arms sales to China, in 
force since the Tiananmen 
Square massacre in 1989. 



D ai Xiangiong, Chi- 
na’s central bank 
governor, did not 
use the word “recapitalisa- 
tion’’, but it seems that at 
last China is becoming seri- 
ous about tackling one of its 
most critical problems - a 
debt-paralysed hanking sys- 
tem. 

During a two-hour press 
briefing Mr Dai spelled out 
what appears the most credi- 
ble programme yet aimed at 
strengthening regulation 
over China's banks, forcing 
the closure of money-losing 
branches, *»nhanrrwg compe- 
tition with the establishment 
of dozens of local commer- 
cial banks and, most impor- 
tant. accelerating debt write- 
offs. 

Be also made it clear the 
authorities would ahp 
at cronyism in the provision 
of loans by enforcing rules 
banning officials interfering 
in bank lending decisions — 
a chronic problem. 

Banking analysts, who 
have sharply criticised lack 
of progress towards reform, 
now concede that Beijing is 
making progress in bnildlng 
what Mr Dai refers to as a 
“modem financial system”. 
He has set 2000 as the target 
for such a system. 

But analysts also say that 
China’s b anks , whose loan 
portfolios are riddled with 
problems, are far from out of 
the woods and that the next 
year or so will be critical 
South-east Asia’s financial 
crisis h«m sent f-biii winds 
across the region and has 
helped concentrate minds in 
Beijing. 

Joe Zhang, a former officer 
of the People's Bank of 
nhina and now an analyst 
with Credit Lyonnais Securi- 
ties in Hong Kong, says: “It 
is almost a mnawis^ is that 
many Chinese banks are 
technically bankrupt Fortu- 
nately the government is 
trying to do something about 
it - and the market is also 
helping.” 

■ The finance ministry has 
raised the ceiling under 
which banks can write off 
bad loans to 3 per cent of 
total assets, compared with 1 
per cent previously. Given 
that the proportion of banks' 
bad loans is far higher than 
3 per cent, this restriction is 
still too rigid. Mr Zhang 
says, but it is a clear recog- 
nition by Beijing that banks 
must be recapitalised. 

■ Beijing has cut interest 
rates three times over the 
past 18 months, with deposit 
rates being cut more aggres- 


Chtnas banks' 



sively. As a result, hanks’ 
average interest rate mar- 
gins are rising, which should 
enhance profitability and 
help absorb bad loans. 

■ Falling inflation .is work- 
ing to banks' advantage 
because it means financial 
institutions are no longer 
obliged to pay an “interest 
rate subsidy” on deposits to 
take account of inflation. 
This is proving, in Mr 
Zhang’s words, a “life-saver" 
for these Institutions. 

Bmiim are also benefiting 
from changes in the public’s 
inflationary expectations, 
with deposits skewed 

The financial 
crisis in Asia 
is focusing 
minds 
in Beijing 

towards the short end of the 
maturity spectrum. This is 
reducing banka’ funding 
costs, but without eroding 
their deposit base. Bank 
deposits rose about 18 per 
cent year-on-year in 1997. 

“Chinese banks have seen 
their counterparts in the rest 
of Asia fall in droves, 
reminding them how vulner- 
able they are,” Mr Zhang 
says. 

“The central bank is clos- 
ing down a large number of 
h ank branches, finance com- 
panies and credit unions to 
tighten supervision. If these 
measures are allowed to 
work for a few years, we will 
see a better capitalised and 
managed banking- system 
emerge in China." 

This was certainly Mr 
Dai’s message, but the 
authorities face a huge task 
pummelling into shape an 
un wieldly banking dinosaur 
dominated by the "big four” 


state-owned commercial 
institutions - Industrial and 
Commercial, Construction, 
Agricultural and Bank of 
China. 

Together these account for 
about 80 per cent of banking 
business, and the hulk of 
bad loans. Mr Dai says 5-6 
per cent of loans are bad and 
will have to he written off; 
but he also concedes that 
about 20-25 per cent of loan 
portfolios would be classified 
as problem loans by western 
' standards. 

Among the more impor- 
tant reforms, envisaged over 
the next few years is the 
introduction of loan classifi- 
cations according to Bank 
for International Settlements 
standards, thus bringing 
China into line with w e ste rn 
practice. 

“It is expected that 
another two years of effort 
will bring loan management 
of the Chinese commercial 
banks to a relatively high 
standard," says Mr Dai- 
Other measures which 
should help enliven China's 
banks include encourage- 
ment to lend to the more 
dynamic non-state sector 
and estab lishmen t of a mort- 
gage finance market; for 
housing. 

This is a long-awaited step 
and, if handled prudently, 
should add significantly to 
profits. 

Mr Dai also pledges to 
encourage the expansion of 
foreign branch activity in 
China to enhance competi- 
tion. 

The green light for local 
commercial banks in some 
300 centres is also aimed at 
enlivening a moribund sec- 
tor whose main task had ... 
been simply to gather depos- 
its and hand them over to 
loss-making - enterprises, 
many of which had no inten- 
tion of repaying loans. 


Tony Walker 


Regional 
leaders 
join PNG 
peace bid 

By Gwen Robinson 
in Sydney 


Australian and New Zealand 
negotiators will try to bro- 
ker a permanent truce 
between warring factions 
from Papua New Guinea’s 
far eastern island of 
Bougainville in peace talks 
starting today in New Zea- 
land. 

The five-day meeting will 
bring together for the first 
time the main parties to the 
conflict, as well as regional 
leaders including New Zea- 
land's prime minister, Jenny 
Shipley, and the Australian 
foreign minister, Alexander 
Downer. 

Secessionist rebels 
opposed to PNG’s rule have 
been waging a campaign 
against the government for 
nearly four decades. The 
current guerrilla conflict 
was triggered more than 
nine years ago by local pro- 
tests over development of 
the Pangnna copper mine by 
Bougainville Copper, now a 
subsidiary of Rio Unto. 

Australia and New Zea- 
land became involved in 
peace efforts after attempts 
by successive PNG govern- 
ments to curb the rebels cul- 
minated in an ill-advised 
operation to wipe them oat 
by employing foreign merce- 
naries - known as the San- 
dline affair. 

New Zealand's foreign 
minister, Don McKinnon, 
expressed optimism that 
today's meeting, the third 
round of talks, would lead 
to a permanent ceasefire. 
But a longer-term solution, 
including the possibility of a 
referendum, was some way 
off. he acknowledged. 

Hie peace process is likely 
to be complicated by Rio 
Tinto’s confirmation last 
month that the company 
had no Intention of perma- 
nently abandoning its 
Bougainville mining project, 
which was closed by the 
conflict. 


Indian city 
breathes fresh 
financial air 


By Krishna Guha 
In Ahmedabad 

Three years ago, the city of 
Ahmedabad in India’s west- 
ern state of Gujurat was on 
the verge of insolvency. 
Today it has an annual sur- 
plus of RsBOOm (920m) and a 
domestic credit rating of A-*-. 

On Friday, it launched 
India’s first public issue of 
municipal bonds - aiming to 
raise Ttslbn ($25.1m) to mod- 
ernise its water and sewer- 
age system. 

Financial health is yet to 
transform everyday life in 
the chaotic textile city of 
3.5m people, but signs of 
change are visible on Ahme- 
ds bad’s streets. 

New lamps light the city 
centre. The Law Gardens 
park is immaculately main- 
tained and in full flower. 
And the streets boast dozens 
of new boutiques and a 
parade of giant back-lit 
advertising hoardings. Now, 
the city hopes its bond issue 
will allow it to start tackling 
the big infrastructure chal- 
lenges which lie ahead. 

“This is take-off time.” 
said B, K. Sinha, municipal 
commissioner. “It is the first 
time any municipal corpora- 
tion has gone to the public” 
in India, he said. The issue 
would “establish credibility 
in the market" and pave the 
way for future debt issues. 

Mr Sinha said bond issues 
allowed Indian cities to plan 
infrastructure development 
- rather than respond ad hoc 
to the relentless pressure of 
population growth. "It would 
take 10 or 15 years to finance 
a project like this out of 
reserves," he said. 

A little over three years 
ago the municipal corpora- 
tion “could barely find 
enough money to pay sala- 
ries - we could not think of 
taking on any new projects.” 
said Mr Sinha. 

The recovery began under 
his predecessor as municipal 


commissioner, K.S. Varma, 
now at the World Bank. “He 
found leakages at the check- 
posts where traders pay 
octroi la tax on movement of 
goods into the city]," said Mr 
Sinha. The leaks were 
“plugged" and the corpora- 
tion “suddenly shot into sur- 
plus". The money was spent 
on repairs to roads, pave- 
ments and water pipes in an 
attempt to get public support 
for more fundamental 
change. 

Mr Varma realised that to 
cut tax evasion permanently, 
the city had to shake up its 
tax collection and records. 

Ahmedabad has now com- 
puterised the two main 
octroi checkpoints and half 
the register of taxable prop- 
erties. By the end of the year 
it hopes to complete the 
property register and com- 
puterise more checkpoints. 

Ahmedabad developed ties 
with USAid, which provided 
advice on how to build a 
municipal finance system 
and gave 825m in guarantees 
to help finance the water 
project It also joined Inter-, 
national municipal associa- 
tions to swap experience 
with other cities worldwide. 

Ahmedabad - which has 
asked private companies . to 
take over public amenities in 
return for advertising rights 
- is in favour of further pri- 
vatisation. 

Mr Slnha’s efforts are to 
concentrate on widening the 
tax base. “We have 8S0.00G 
properties on our register, 
but only 350.000 pay tax," he 
said. “Let the others pay 
only one rupee a day.” 

Earl Kessler, director of 
regional urban development 
at USAid. believes the city 
has made a fundamental 
shift - parting ways with 
India's old socialist philoso- 
phy of entitlement. "They 
have said taxes will , be col- 
lected and people will actu- 
ally receive the services they 
pay for.” 
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Malaysia seeks Boeing delay 


By Shefle McNulty 
In Kuala Lumpin' 

Malaysia Airlines System, 
the national carrier, is In dis- 
cussions with Boeing of the 
US to delay die delivery erf 
20 aircraft by op to five 
years. 

The delay, involving the 
balk of a 25-alrcraft order 
said last year to be worth 
M(10bn (US$2.ibn), illus- 
trates how severely the 
south-east Aslan financial 
crisis is hitting Malaysian 
companies and the impact it 
win have on US businesses. 


The US dollar price tag of 
the wide-bodied aircraft has 
risen sharply with the steep 
decline in the value of the 
ringgit against the dollar 
over the past six months, 
Tajudin Ramil, the air- 
line's chairman, said in an 
interview with the govern- 
ment news agency. Bar- 
nama, that Malaysia Airlines 
had been hit hard by the 
regional financial crisis. Not 
only was its US dollar 
denominated debt of dose to 
tSbn becoming increasingly 
expensive to pay, but the 
number of passengers had 


declined. Before the crisis, 
the airline flew L3m passen- 
gers a month, but now it 
flew only about lm, he said, 
adding that even traffic on 
Its best performing London 
route had slowed. “Our reve- 
nue has come down but cost 
has gone up, so the impact is 
quite dramatic for us,” he 
said. 

Mr Tajudin expects earn- 
ings to suffer. For the year 
ended March 31, 1997, the 
airline gnnrmnrAri a 39.1 per 
cent increase in full- year, 
pra-tax profit to a record 
M$349.4m. At that time, Mr 


Tajudin spoke optimistically 
of the airline's expansion 
piwriH . though analysts pri- 
vately worried about the 
company’s large debts and 
in-flight service standards. 
The regional slowdown has 
h ighlig hted those shortcom- 
ings. 

Mr Tajudin said Malaysia 
Airlines planned to sell four 

of its DC-lQs and one Airbus 

A300 ftnanrial year and 

was also considering selling 
six 737-5008 and leasing bade 
three. 

It is also contemplating 
cutting s om e des tinations on 


which passenger traffic has 
dropped. Mr Tajudin called 
the Kuala Lumpur -Jeddah 
route M non-viable n , noting 
that the airline had already 
stopped flying dally to Jed- 
dah during Ramadan. 

Philippine Airlines said 
last week it planned to can- 
cel orders for four Boeing 
aircraft. The four B 747-400 
aircraft were due to be deliv- 
ered to the airline in phases 
beginning near the end of 
1999. The move was because 
of PAL's debts and inability 
to turn a profit, according to 
a local press report 


Global taste for ice cream 


By John Wfflman, 

Consuner Industries Editor 

More than half the growth in 
the global ice cream market 
over the next four years will 
come in the developing coun- 
tries of Asia, Africa and 
Latin America, according to 
a report* published today by 
Euromonitor. 

The market research com- 
pany says ice cream sales - 
which have averaged real 
growth rates of more than 5 
per cent a year since 1983 - 
will rise from (48Jbn in 1997 
to $57.6bn by 2001. 

But the fastest growth 
rates will be outside the 
developed countries, with 
Aslan sales (excluding 


Japan) set to double and 
those In Latin America fore- 
cast to rise by 50 per cent. 

Sales in north America 
and western Europe, which 
currently account for 76 per 
cent of the global market, 
will rise less than 10 per emit 
over the next five years. 

In these developed coun- 
tries, the report says, manu- 
facturers will have to adapt 
to demographic changes - 
with fewer children and 
more older people. One strat- 
egy will be to shift to more 
elaborate products that can 
compete with other forms of 
desserts and snacks for older 
customers. 

The report predicts a rosy 
future for ice cream parlour 


ehalwa s iw»h as WasIHn Rob- 
bins, owned by Allied 
Domecq of the UK, and 
Dairy Queen of the US. 

The US remains the 
world's largest Ice cream 
market, with 44 per cent of 
global sales. The average 
American consumes just 
over 20 litres a year, and 
spends $82 - most of It in the 
country's 13^00 parlours. 

Average consumption In 
western Europe is much 
lower, at 5£ litres a head, 
costing 929 a year. Italians 
are the region's biggest 
spenders, buying ice cream 
worth (78 a year on average 
— A ffnin mostly in more than 
27,700 Ice cream bars. 
Swedes eat the largest 


amount, at nearly 16 litres a 
year per head - almost none 
of it in parlours. 

Asian consumers spend 
barely |l a year on ice 
cream, eating just over half 
a litre on average. But sales 
have more than doubled 
over the last five yean and 
Asia will overtake western 
EuropB in volume terms by 
2001. 

Unilever, the Anglo-Dutch 
consumer products group, 
continues to dominate the 
gobal market, with over 20 
per cent of sales. This is 
more than three timaa those 
of Nestlfi, the Swiss group 
which is number two in the 
market 

Third Is Baskin Robbins, 


Global value. - 

Currant prica* Amort 
IBSrptaO growth (K) 
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8a«cK Ekranortor 

followed by Hfiagen-Dazs, 
the luxury ice cream maker 
owned by Diageo, the food 
and drink combine. 

*j foe Cream - A World Sur- 
vey. Available from Euro- 
monitor, 60 Britton Street, 
London EC1M SNA £ 3,950 . 


Worries over planned investment accord 


By Guy de Jonqu feres 

Leading business organisations in 
the US and Europe are concerned 
that a planned agreement to pro- 
mote foreign direct investment 
seems likely to dismantle few inter- 
national barriers and may create 
costly new ones. 

The Multilateral Agreement on 
Investment (MAI), being negotiated 
by the 29-member Organisation for 
Economic Co-operation and Develop- 
ment, has been billed as an attenpt 
to devise rules and disciplines com- 
parable with those for world trade. 

But business representatives saVt 
they were disappointed the talks had 
foiled so for to achieve any real lib- 
eralisation and worried the agree- 
ment might Impose restrictive 


labour and environmental standards 
on multinational ramparting 

“We now hear of disturbing signs 
that many of the elements we were 
hoping for may not be possible.* 1 said 
Herman van Kamebeek, deputy 
chairman of Akzo Nobel, the Dutch 
chemicals group, who heads the 
OECD business and Industry advi- 
sory committee. "What then, we are 
beginning to ask ourselves. Is in the 
MAI for usT 

F rans Rn gnrfng , chai rman of the 

OECD talks, conceded the draft 
agreement contained flaws, which 
required further negotiation. But he 
dismissed some criticisms by busi- 
ness organisations as misplaced, and 
said they had adopted a more posi- 
tive attitude after meeting OECD 
negotiators late last week. 


Nonetheless, some business repre- 
sentatives say unless they are satis- 
fied with the final agre ement , due to 
be completed by April, they will not 
support its approval by OECD mem- 
ber parliaments. 

Business organisations have 
stepped up their lobbying partly to 
counter demands by trade unions 
and other non-government bodies far 
tough provisions in the MAI to 
enforce core labour standards and 
strengthen environmental safe- 
guards. 

Many of the demands are sup- 
ported by the US, which is pressing 
hard for tighter environmental pro- 
visions in the MAX Although busi- 
ness groups say they can accept 
some US goals, they oppose a pro- 
posal to require environmental 


impact assessments of certain 
planned investments. 

Some business lobbyists are wor- 
ried that strengthening labour stan- 
dards provisions In the MAI could 
make it harder for gnva mrngnta to 
adopt policies designed to create 
more flexible labour markets. 

They also complain that OECD 
governments are still attaching res- 
ervations and exceptions to commit- 
ments to protect foreign investors 
and are hulking at a binding under- 
taking to renounce abusive tax treat- 
ment of foreign-owned subsidiaries. 

Mr Engering said the MAI talks 
now needed to move beyond techni- 
cal issues to political discussions. 
These will be held next month, when 
OECD deputy ministers meet in 
Paris. 


Australia 
weighs 
S Korea; : 
guarantee 

By Owen Robinson 
in Sydney 


The Australian government 

is expected today to dedde 
on a controversial proposal 
to provide emergency trade 
finance guarantees for some 
of Australia's AS7bn 
(US$4jRm) exports to South 
Korea, amid growing con- 
cern about collapsing Aslan 
export markets. 

The plan, drawn up in 
response to pleas from Aus- 
tralia’s commodity export- 
ers, will trip the agenda at 
the first meeting of the year 
for the cabinet of the prime 
minister, John Howard. 

The proposal calls for 
invoking a “national inter- 
est'’ provision to provide 
some A|500m in credit 
Insurance for exporters to 
Korea through the Export 
Finance and Insurance Cor- 
poration (EF1C). 

After several months of 
economic turmoil in Korea, 
EFIC has virtually reached 
its limit for covering 
exports to Korea, Austra- 
lia's second largest export 
market after Japan. The. 
body is government-funded, 
but is required under Its 
charter to make decisions on 
a commercial basis. 

Last week, EFIC warned 
banks it would start consid- 
ering proposals to Insure, 
trade finance lines on a 
case-by-case basis and in 
some instances would pro- 
vide cover of only 20 per 
cent or less of funds at risk. 
EFIC usually insures 
for 90 per cent, or occasion- 
ally even 100 per cent, of 
cover. 

The cost of such insur- 
ance, in many cases, has 
nearly trebled from a year 
ago and Korean buyers have 
been encountering difficulty 
securing letters of credit. 

Australian exporters have, 
warned that without extra 
government guarantees they 
will be unable to compete 
with US counterparts, fol- 
lowing Washington’s move 
late last year to a 

special US$lbn credit guar- 
antee programme for agri- 
cultural exports to Korea. . 



European Union minister will revlew prQpofials for 
labeffing-genetically modified food following the faflure 
by food experts to agree <a-tielabefflng issue. . 

In December, the European Commission proposed . 

protein and DNA tests to decide whether to label foods as 

containing genetically modified soyaurmaize. The 
Commission also agreed to say hi certain cases products 
“may contain" groeticany modified organisms. 

However, consumer groups have criticised the 
Commission’s proposals as too lax, wfafleptodticars 
believe that the use of DNA tests will mean that too many 
foods are labelled as containing genetically modified 
organisms. Several groups have also said that the phrase 
"easy contain'' , would be too vague to provide practical 
help for consumers. Daniel Dorribey, Brussels 

■ SWINE FEVER ' 

Germans tackle outbreak 

German agriculture authorities stepped to? efforts -at the 
weekend to control an outbreak erf swine fever in 
BteMenb urwYarp ommem , i" nnrthawi: flurmimy. 

Across the country, 82,000 animals were expected to be 
slaughtered. The European Union’s veterinary committee 
is expected to review the crisis on Wednesday but the 
Bonn agricultural ministry appeared confident at the 
weekend of avoiding EU action. 

Animals from the affected region were delivered to 
North Rhine Westphalia and Lower Saxony and other 
parts oT Germany where slaughter plans have also been 
drawn up. Ralph Atkins, Barn 

m ISRAEL ELECTRIC CORPORATION 

Credit agreement readied 

Israel Electric Corporation (DSC), the state-owned 
electricity supplier, has a pproval its first unlimited credit 
framework with a European bank, Deutsche Morgan 
Grenfell, to ease Its access to European markets. 

The framework will allow 1EC to finance. future projects 
Involving purchases from European companies through 
the bank. The company also approved Its first credit 
arrangement within the framework - DMTSm ((40m) to 
finance a project on a new power plant that will be 
carried out by Lentjes BIschaff of Germany. 

Last year, the company was granted DM457m in credit 
from German banks, FFi21m ((8.4m) from French banks 
and SFr39m ((26 Jim) from Swiss banks. DSC also raised 
(425m last month in a Yankee bond offering to finance 
part of its six-year, (8£bn development planlast month. 

Am Mnchhs, Jerusalem 

■ GERMAN TRADE 

Kinkel considers Iran policy 

Kimin lrtnkBl, German fimntg n minister, -yesterday said 
Bonn was considering ways to attend he w expo rt credits 
to Iran. Mr BSnkel said Iran had used up its limit of 
dmi aim ((82m) in Hermes export credits, hut German 
industry was putting pre ss u re on the government to 
expand the credits. 

Mr Kinks! was quoted by the Frankfurter Rundschau 
newspaper as saying the issue would play "an important 
role” to the next round of bilateral talks. Reuters, Bonn 
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Republicans’ efforts to 
regroup dogged by rifts 


A t times the argu- 
ments at the Repub- 
lican National Com- 
mittee meeting in Indian 
Wells, California, over the 
weekend grew fierce enough 
that delegates looked as if 
they would rather he attend- 
ing the hotel's other confer- 
ence: the First Annual Fun 
and Sun Esthetic Dental 


seminar. 

Speakers from Newt Ging- 
rich. House speaker, to Jim 
Nicholson, party chairman, 
made every effort to project 
an image of vigour and unity 
at the Republicans’ agenda- 
setting winter gathering. 
But. despite their best 
efforts, fractious internal 
debates, particularly over 
the ever-contentious issue of 
abortion, betrayed the 
Republicans' deep divisions 
as they struggle to map out 
a strategy to combat a resur- 
gent President Bill Clinton. 

Points of difference ranged 
from whether to pursue a 
campaign to scrap the tax 
code to how to attract more 
support from minorities, but 
the real flashpoint was over 
a form of late-term abortion 
known as "partial birth 
abortion”. 

Although such procedures 


represent just a tiny fraction 
of the total, the Republican 
majority in Congress has 

twice passed a bill to ban 
them. Both times the bill has 
been vetoed by Mr Clinton, 
and moderate Republican 
leaders such as Christie 

Todd Whitman, New Jersey 
governor, have done the 
same in their states. 

For the party’s increas- 
ingly vocal social conserva- 
tive wing that is unaccept- 
able. A group of 


Promoting instead the 
vision of the party as a “big 
tent" in which libertarians 
and religious conservatives 
can embrace competing posi- 
tions on some issues while 
agreeing on others, senior 
officials ranging from Trent 
Lott, senate majority leader, 
to Henry Hyde, influential 
chairman of the House judi- 
ciary committee, weighed in 
against the measure. 

Despite such firepower, 
the proposal was only 


The abortion issue still 
casts a cloud over party, 
writes Mark Suzman 


rightwingers formally pro- 
posed that the committee 
withhold campaign funds 
from any candidate who 
would not publicly accept 
the ban. That caused panic 
among party leaders, who 
feared such a test would con- 
firm public perceptions 
about narrow-minded Repub- 
lican ideologues, damaging 
their chances of retaining 
control of Congress in 
November’s elections. 


defeated by a narrower than 
expected 2:1 margin, demon- 
strating its strong resonance 
among the rank and Ole. 
And as an election primary 
last week for a vacant con- 
gressional seat in California 
showed, the issue is not 
going away: with the help of 
last- minute advertising on 
the abortion issue by reli- 
gious groups, an outsider 
who campaigned on opposi- 
tion to the partial birth pro- 


cedure narrowly upset a cen- 
trist candidate favoured by 
the Republican leadership. 

Amid all the debate there 
was at least one Issue that 
committee members 
remained firmly united on: 
absolute opposition to Mr 
Clinton. The final compro- 
mise resolution adopted on 
the abortion question 
blamed him for the whole 
problem, and he was the 
butt of countless jokes and 
bitter comments. 

Mr Clinton was also the 
indirect cause of the commit- 
tee's one source of unmiti- 
gated satisfaction, a formida- 
ble campaign war chest for 
this year’s elections. With 
Democrats hurt by the scan- 
dal over fundraising impro- 
prieties in the 1996 presiden- 
tial race. Republicans will be 
able to outspend their oppo- 
nents. giving them a critical 
advantage. 

But as Mr Gingrich told 
the assembled delegates, if 
the party is going to wrest 
the political initiative - and 
the White House - back 
from the president, it will 
not be enough simply to 
react to and criticise his 
actions. With old Republican 
issues like a balanced budget 



Newt Gingrich: getting tough cm schools 


and welfare reform now 
appropriated by a highly 
popular Mr Clinton, and 
hence neutralised, they need 
to look elsewhere. 

Although tax cuts and the 
war on drugs continue to 
resonate, the issue that 
seemed to gamer most 
enthusiasm from delegates 
was education. To resound- 
ing applause. Mr Gingrich 
proposed tough standards 
for failing schools, required 
teaching in English and 
extra lessons on the declara- 
tion of independence and the 
constitution to promote civic 
responsibility. 

Nevertheless, given the 


feet that sixth year elections 
for two-term presidents nor- 
mally result in hefty defeats 
for the incumbent’s party, it 
was notable that few speak- 
ers predicted Democratic 
humiliation in November. 

Perhaps the most telling 
comment of the weekend 
was when Mr Nicholson 
praised the party for its wilt 
ingness to argue over con- 
tentious issues and urged 
the public not to "confuse 
the debate we have with dis- 
array”. With anti-abortion 
activists already vowing to 
resume the fight, it seemed 
an expression of hope as 
much as conviction. 
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The World Bank is to make 
its first big effort to work 
with companies on develop- 
ment projects. The bank 
hopes the move wffi entour- 
age development agencies to 
involve businesses in their 
own schemes. - ; 

James Wolfensohn, the 
bank’s president and a for- 
mer investment banker, is 
thought to have helped the 
"Business Partners for 
Development” scheme over- 
come resistance among the 
institution's staff ' 

Jean-Francois. Rlscbard, 
vice-president for finance 
and private sector develop- 
ment, said: “The scheme 
illustrates a very different 
World Bank, and a very dif- 
ferent world. The public sec- 
tor isn’t hacking it alone any 
more." 

The bank bad found it 
easier to contact chief execu- 
tives to discuss development 
issues than for conventional 
flnancfoi matters, he said. 

British Petroleum is the 
first company to have agreed 
to join the scheme, which 
will initially involve projects 
in education, youth, water, 
and natural resources across 
10 countries. 

Projects could involve 
community development 
around oilfields, or child 
labour projects near textile 
plants. Nongovernmental 
organisations and corpora- 


NEWS DIGEST 


Public opinion 
backs Clinton 


American public opinion has shifted towards President 
Bill Clinton in the sexual harassment suit brought 
against him by Paula Jones, a former Arkansas state 
clerk. As the president endured six hours of questioning 
for Saturday's deposition, a TTme ... 
magazine/CNN poll said 42 per cent of Americans believed 
his assertion that he could not remember Ms Jones and 
had never met her in a hotel room to demand oral sex. 
Twenty-eight per cent believe her version of the' story: . 

Seven months ago 37 per cent believed Ms Jones and 36 
per cent the president 

The president had tried to prevent the case coming to 
court during his term of office, arguing no president had 
had to defend himself in such a way. The argument was 
rejected by the Supreme Court requiring Mr Clinton to 
give the deposition, a legally binding account erf his 
version of events that will be used as evidence at the trial. 
His evidence was videotaped. 

The shift in public opinion follows several months in 
which there has been little news about Ms Jones' 
allegations. What publicity there has been has focused on 
her acquisition of a rigfatwing media adviser. 

The White House has had nothing to say. But conscious 
of the “visuals" to be broadcast on the evening news, the 
president’s media experts switched the location of the 
deposition from the White House to Mr Clinton’s lawyers' 
office, so that Ms Jones would not be photographed 
entering the White House. . . ' 

The polls are certain to change once the trial begins, 
when both the president’s and Ms Jones' sex lives are 
brought Into evidence. Donovan Campbell Ms Jones' 
lawyer, yesterday hinted that he intended to reveal "a 
pattern of harassment” by the president in approaching 
other women and giving rewards for sexual favours. 

Nancy Dunne, Washington 


CUBAN VISIT 


Pope a ‘critic of capitalism’ 


Cuban president Fidel Castro, who will host an historic 
visit to Cuba by Pope John Paul U on Wednesday, has 
said he views his visitor not as an anti-communist 
exterminating angel” but as a like-minded fellow critic of 
the problems of capitalism. 

In a six-hour television appearance on Friday night the 
7l-year-old Cuban leader scoffed at what he said was the 
vision being created by Cuba's enemies in which the Pope 
was seen travelling to Cuba like some kind of 
"exterminating angel. . . to meet the devil Castro in the 
last bastion of communism”. 

Mr Castro suggested that on the contrary, he and the 
77-year-old Polish pontiff' shared much in common. Since 
the end of the cold war, he went on, the Pqpe had became 
a critic of the social and economic problems of the 
capitalist world dominated by the US. The Cuban leader 
praised papal pronouncements on the need to eradicate 
poverty and inequality, ease the foreign debt burden of 
developing countries and abolish nuclear weapons. 

He acknowledged the Pope’s reputation asa past 
opponent of communist rule in Poland and the former 
Soviet bloc. But lie was sure the pontiff was coming to 
Cuba with “good intentions” and “in a spirit of 
friendship". 

He called on the Cuban people, even non-CathoHcs and 
Communist party militants, to attend the open-air masses 
planned for the Pope in three provincial cities and ' 
Havana’s Revolution Square. Pascal Fletcher . Havana 


HONDURAS-EL SALVADOR 


Frontier pact to be signed 


Honduras and Ei Salvador will today sign an accord to. 
complete demarcation of their disputed frontier, lading to 
put an end to friction over land ownership. 

Two-thirds of the border was agreed In a 1960 peace 
treaty between the two countries, while the rest was 
apportioned in a judgment by the International Court of 
Justice in 1992. which allocated about two-thirds of the 
disputed territory to Honduras. 

However, completing the task of demarcation has been 
slow, with conflicts over land rights between people living 
in the area. A Honduran g o ver n ment official-said only 
about a third of the border was marked. 

The accord to be signed today in Tegucigalpa, the 
Honduran capital, calls for work to be completed within 
12 months, with guarantees for property and nationality 
rights. The official said there were about 6,000 
Salvadoreans in Honduras and 2JJ00 Honduranian, the El 
Salvador side of the border! James Wilson; Panama City 



tioos a will- -be involved. 

The bank Js In talks with 
several large water and com- 
puter companies: In a docu- 
■ ment sent to interested busi- 
nesses H says their incentive 
' would be to improve their 
' standing with local commu- 
nities and employees, rather 
than to earn' profits on the 
projects themselves. 

Mr Rischard said: 
"Schemes like this may 
become a very successful 
way of leveraging up devel- 
opment agencies' business. ” 

The projects might also 
encourage participating com- 
panies to adopt better prac- 
tices on matters such as edu- 
cation and sanitation. “Big 
corporations are potentially 
huge, unexpected carriers of 
. best practice,” he said. 

Initially the scheme is to 
last three years. The bank 
hopes the pilot projects win 
be followed by larger pro- 
grammes involving busi- 
nesses. However, Its main 
aim is to disseminate the 
idea to companies, govern- 
ments and agencies that 
"business partnerships for 
development can be much 
more widely used”. 

Mr Wolfensohn said at a 
World Bank board meeting 
on corporate citizenship last 
May: “There is an inevitable 
logic that we should come 
together, an d I don’t think 
that the paradigms of this 
development have been ade- 
quately developed." 
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NEWS: UK 


US targeted 
in push to 
boost inward 
investment 


By Stefan Wagstyt, James . 

Buxton and JuKette Jowit 

The UK’s inward investment 
agencies are targeting the 
US to offset a possible 
decline in capital from crisis- 
tom east Asia. 

Officials say the US, with 
its buoyant economy, could 
be a prime source of extra 
investment as many compa- 
nies are showing interest to 
globalisation. 

The US is already the UK's 
biggest inward investor with 
direct investm e nts of £3J9bn 
($&5bn) - 42 per cent of the 
total - in the year to last 
March, South Korea was sec- 
ond with £2.7bn and Japan 
third with £883m. 

US companies accounted 
for more than half overseas 
company acquisitions of UK 
groups - a further £l25bn. 

Inward investment agen- 
cies say the US has the 
potential to invest even 
more in the UK. They plan 
to increase marketing in 
north America, but will not 
neglect east Asia. 

“There is evidence of 
increasing interest in the US 
in investing in the UK, said 
John Bridge, chief executive 
of the Northern Develop- 
ment Company, the north of 
England investment agency 
which has one US office, to 
Chicago. 

Mr Bridge said the interest 
was particularly strong 
among American motor com- 
ponent groups looking to 
establish and expand Euro- 
pean operations in response 
to demands from US car- 
makers. 


Locate in Scotland, the 
inward investment agency 
for Scotland, also intends to 
redouble its effo rts in north 
America. Locate in Scotland 
ha« us offices in Stamford, 
Connecticut, San Mateo, Cal- 
ifornia, Chicago and Hous- 
ton. 

The Welsh Development 
Agency said it allocated 
resources according to 
where opportunities arose 
and expected to increase its 
activities in north America 
in future. Four of its 12 over- 
seas offices are in north 
America - in California. 
Massachusetts, Chicago and 
Canada. 

However, inward Invest- 
ment officials say they will 
continue to encourage east 
Asian investment. They 
expect to see a continued 
reasonably strong flow of 
capital from Japan, notably 
reinvestment in existing 
plants and Investments by 
suppliers expanding 
operations to keep pace with 
the big carmakers atid elec- 
tronics pnrnpanfwt- They alwn 
say countries which have so 
for escaped the worst of the 
east Asian crisis - particu- 
larly Taiwan - could see 
increases in investment. 

The agencies plan to try to 
ensure existing investors do 
not abandon, delay or cut 
commitments. Hyundai, the 
Korean conglomerate, has 
delayed completion of a 
£l.lbn semiconductor plant 
in Fife, Scotland. Samsung, 
another conglomerate, has 
postponed expansion of its 
electronics complex In 
north-east En gland. 


Brussels 
probes 
BSkyB 
on cable 

By Cathy Newman 

The European Commission 
is conducting an investiga- 
tion into the way BSkyB, 
the pay-TV company, sup- 
plies its progr ammin g to the 
cable industry. 

It has asked Oftel, the 
telecommunications watch- 
dog, and the Department of 
Trade and Industry for 
information. 

The inquiry follows a com- 
plaint from General Cable, 
the UK's fourth largest 
quoted cable operator. Hie 
company met a Commission 
representative in November 
to complain about the 
amount BSkyB charges 
cable operators for sports 
and film channels. 

Both Oftel and the DTI 
have had recent di scussions 
with the European regulator 
about BSkyB’s pricing tac- 
tics and the market in 
which it operates. 

General Cable went to the 
Commission after finding 
the UK authorities unsym- 
pathetic to Its case. The 
Office of Fair Trading 
cleared BSkyB’s rate-card, 
which determines the com- 
pany's terms of programme 
supply, in 1996. The decision 
angered the cable industry, 
which has held BSkyB par- 
tially responsible for mount- 
ing losses. 

General Cable claims 
BSkyB's high charges have 
forced it to increase its sub- 
scription costs, which has 
deterred customers from 
signing up to cable. 

Viewers receiving pay-TV 
by satellite pay £20.99 (S34) 
for BSkyB’s basic channels 
and one “premium* sports 
or film channel- Cable oper- 
ators pay about £17 for a 
similar package. To make a 
profit of £10 per subscriber. 
General Cable charges £27 
for basic channels and one 
pre mium c hanne l. 

Neither Oftel nor the DTI 
would comment, but Com- 
mission sources confirmed 
discussions with the UK reg- 
ulators and all interested 
parties were continuing. 

BSkyB's share of an Inter- 
active television venture, 
British Interactive Broad- 
casting, has also generated 
controversy. BIB. In which 
British Telecommunications 
and BSkyB both have a 3&5 
per cent stake, has been 
held up by a Commission 
investigation. 

The European regulator 
repeated its concern last 
week that the coalition of 
two dominant players such 
a$ BT and BSkyB could sti- 
fle competition. 


Blair in 
plea to 
Sinn Fein 
on talks 


By George Parker, 

Political Correspondent 

Tony Blair will today meet 
Sinn Fdin leaders in an 
attempt to maintain momen- 
tum in the Northern Ireland 
political talks, against a 
background of renewed sec- 
tarian killing in the prov- 
ince 

Mr Blair will urge Sinn 
F6in, the political wing of 
the Irish Republican Army, 
to rethink its rejection of the 
Joint London-Dublin pro- 
posal for a settlement, which 
includes plans for a new set 
of institutions to govern the 
province. The talks resume 
today in Belfast against a 
background of heightened 
tension caused by the mur- 
der of a Catholic man by the 
Loyalist Volunteer Force, a 
breakaway terror group. 

In a separate development, 
Ray Seitz, the former US 
ambassador to London, 
claims in a new book that 
John Major’s former admin- 
istration stopped passing 
sensitive information to 
President Clinton "because 
it always seemed to find its 
way bade to the IRA". 

He also accused Jean 
Kennedy Smith, the US 
ambassador to Dublin 
appointed by Mr Clinton, of 
becoming a “promotion 
agent” for Gerry Adams, 
Sinn FCin president 

The White House said it 
had foil confidence to Mrs 
Kennedy Smith. The UK gov- 
ernment said any problems 
between London and Wash- 
ington were in the past 

The UK government yes- 
terday announced a surprise 
third meeting between Mr 
Blair and Sinn F6in leaders. 

Mr Blair's official spokes- 
man said: “The meeting 
should be seen as part of the 
ongoing discussions between 
the prime minister and those 
involved in the talks pro- 


The blueprint drawn up by 
London and Dublin, and 
broadly welcomed by most 
other parties in the province, 
includes the creation of a 
Northern Ireland assembly, 
a joint north-south ministe- 
rial council and a “council of 
the isles" including repre- 
sentatives of Ireland, North- 
ern Ireland, Scotland and 
Wales. 

Martin McGuinness Sinn 
F61n chief negotiator, said 
the party would go into 
today's talks to oppose the 
joint proposals: “These prop- 
ositions, heads of agreement, 
were presented to the talks 
table from the barrel of 
unionist and loyalist guns.” 


} 


Falling out damages chancellors the most 


T he chancellor of the 
exchequer did not 
deep comfortably last 
night That is not a guess, it 
is a racing certainty. For if 
Gordon Brown has one 
obsessive fear, it is that one 
day he win foil oat seriously 
with the prime minister. 
Were that relationship - 

so crucial to ail British gov- 
ernments but particularly to 
this one - to disintegrate, 
there could be only one casu- 
alty: Mr Brown. 

Less than nine months 
into the life of this parlia- 
ment, Westminster Is for the 
second time buzzing with 
rumours that Tony Blair Is 
displeased with his oldest 
and closest political ally. 

The damaging nature of 
these rumours can be mea- 
sured by the force with 
which Donald Dewar, the 
Scottish secretary, denied 
that there was a problem: 
“The working relationship 
between the prime minister 
and their personal friendship 
is the rock on which this 
government stands and it is 
very much still these.” 

But the private briefings 
of ministers and officials 
close to Mr Blair tell a differ- 
ent story. There is no ques- 
tion of Mr Brown being 
ousted, but they freely admit 
the prime minister’s unhap- 
piness at a new biography of 
the chancellor, in whose 



Damaging rumours: Tony Blair (left) is said to be displeased with Gordon Brown fright), his oldest and closest political ally 


preparation Mr Brown and 
his close political allies had 
a role. 

“Tony thinks the book is 
regrettable,” said one. The 
book was “pointless and 
silly,” said another. 

The biography was written 
by journalist Paul Rout] edge, 
a close friend of Charlie 
Whelan, Mr Brown's press 
secretary. It is perceived by 
some ministers, not unrea- 
sonably. as the authentic 
voice of a chancellor who 
has never recovered from 
the disappointment of being 
pipped to the post of Labour 


leader by Mr Blair in 1994. 

The Implication that Mr 
Brown is still crying “it 
should have been me” is 
harmful enough to him. But 
Mr Blair will not have been 
delighted to have Mr 
Brown's personal rivalries 
and animo sit ies raked over 
In public, especially the 
chancellor’s famously bitter 
relations with Peter Mandel- 
son, the minister without 
portfolio and another of the 
prime minister's coterie of 
confidants. 

So ministers have been 
going around for the past 


week sucking in their 
breath, wringing their hands 
and pandering “why Gordon 
allowed the book to happen". 

Part of this Is pure scha- 
denfreude, a concept which 
could have been invented 
with the current cabinet to 
•mtod, given the number of 
ministers who resent the 
success of their colleagues. 

But whatever the motive 
of ministerial briefings to 
newspapers, the outcome is 
damaging tO Mr BrOWIL Mr 
Blair was reported, for exam- 
ple, to have chastised indi- 
rectly the chancellor in 


Thursday's cabinet meeting, 
when he urged all ministers 
to play as a team. 

Mr Blair did say this, hut 
the interpretation most pres- 
ent put on it was a warning 
to ministers against making 
disloyal statements about 
the controversial millen- 
nium dame and Mr MandeT 

Son’S managBwiwit of It, 

The Observer newspaper 
said it had received a brief- 
ing from “someone who has 
an extremely good claim to 
know tiie mind of the p rime 
minister”. This savant 
described the chancellor as 


suffering from “psychologi- 
cal flaws’' and poor judg- 
ment. 

> *Tf Gontanr has 'any sense, 
he will ignore all that rub- 
bish and just get on with the 
job,” said a senior minister 
who counts himself as a sup- 
peats- of the chancellor. But 
the precedents for Mr Brown 
it all off are not 
encouraging. 

tt> thp autumn, there were 
the faintest hints of a rift 
between Mr Brown and Mr 
Blair over the government's 
approach to European mone- 
tary union. Mr Brown's 
response was a notorious 
briefing to The Times news- 
paper by Mr Whelan. 

According to senior minis- 
ters, the Eurosceptic tone of 
that briefing was designed 
explicitly to prove that the 
pro-European chancellor was 
at one with the more prag- 
matic prime minister. “We 
had to kill the idea that 
there was a problem 
between than.” said a gov- 
ernment member close to Mr 
Bro wn . - 

To many of his colleagues, 
changing Emu policy to 
dampen mischievous gossip 
locked like the use of sledge- 
hammer to crack a nut So 
one said last night "Heaven 
only knows what he will do 
this time.” 

Robert Peston 
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CREDIT RATINGS 

in emerging markets 

This director/ lists for At first time ia a s ingle sourer aver 7,000 
credit ratings assigned by J4 rating agencies - nine international 
and 2S local - to emerging maria fixed-income securities ins 

Argentina • Bahrain • Bangladesh • Barbados • Bcbnu 
Botina • Brazil • Bulgaria * Chile * China • CotomUa ■ Croatia 
Cyprus • Czech Republic • Dominican Republic * Ecuador 
Egypt * El Salvador ■ Greece ■ Guatemala • Hong Kong 
Hungary • India • Indonesia * Israel ■ Jordon • Kazakhstan 
Korea - Kuwait • Latvia 4 Lebanon • Liberia ■ Lithuania 
Macau • Malaysia ■ Mauritius ■ Mexico * Moldova 4 Morocco 
O man • Pakistan * Panama ■ Paraguay • Peru ■ Philippines 
Poland ■ Portugal • Qatar ■ Romania ■ Russia 4 Saudi Arabia 
Singapore 4 Slovak Republic * Slovenia 4 South Africa 
Sri Lanka 4 Taiwan 4 Thailand ■ Trinidad & Tobago 
Tunisia 4 Tbrkey 4 United Arab Emirates 4 Uruguay 
Venezuela 4 Vietnam 

A directory of the agencies, their rating seeks and criteria 
is also included in each edition. 

In addition each agency's rating system has been translated into a 
CREM rating score for ease of comparison. Multiple ratings of 
sovereign debt have also been aggregated mto a unique sovereign 
composite index and arc listed alongside lb: individual issuer's CREM 
rating score to provide a universal means of comparison between local 
curaicy debt from different countries. 

Every three months, subscribers receive the complete list of ratings, 
cumulative!) updated in a 500 page bound book. 

FT Credit Rating in Emerging Markets is indispensable to: 

• international fund managers ♦ Investors 

* Investment advisers and lenders with e.iptKure w 

emerging markets 

• Traders of kwg-rerm and shon-ierrn debt 

• Corporate and sovereign borrowers ♦ Regulators 

for further information contact: 

Marketing Department 
FT Finance. Maple House, 
t -tv Tottenham Court Rood 
London WIP 9LL. UK. FINANCIAL TIMES 

Tel. +44 r0> 171 896 231b Rwwc, 

Fan: +44 fD> 171 SVft 2319 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey National Treasury 
5%% Gtd Nts 1999 $53.75 
Do Gtd Cap FRN 2001 
L86493.0 

Anglian Water 1 1 .5p 
Banco Real 7%% Nts 2000 
$393 75 

Do S%% Nts 2001 $406.25 
Belhaven Brewery 2.1 p 
Bellway 6.5p 
Belt Brothers 4.85p 
Courtaulds 4.6p 
Exchequer 9%% 1998 
£4.075 
Fenner 3.5p 

Halifax 11% Sb bd 2014 
£1100.0 

Lloyds TSB FRN 1998 
£188.02 

Do Sb FRN 2006 £19.74 
Mitsui Int Fxd/FRN 1999 
Y222760.0 

Northern Investors 2p 
Oriental Restaurant 1 J2 p 
SCA 4 Vi % Gtd Cv Bd 2004 
Ecu42.50 

Telefonica de Espana 
Pta40.0 

Treasury 2% IL 2006 £2.25 
Utllitec 0.4p 
Whitbread 6.82p 

■ TOMORROW 

Assoc Nursing Services 
1.05p 

BTM Fin (Curacao) Dual 


Basis Gtd Bd 2004 $56250.0 
Do Dual Basis Gtd Bd 2006 
$60000.0 

Bradford & Bingley Bldg 
Scty 11%% Perm Int Brg 
£581 25 

British Steel im% Db 2016 
£5.75 

Concentric 5.1 4p 
Crown Eyeglass 4.5 p 
DBS Mngmnt 1 .4p 
Ferraris 2p 

Haziewood Foods 2.6p 
Do 7%% Cm Ptg R 2.625p 
Hogg Robinson 4.07p 
M & G Inc Inv Tst 1.1 5p 
Do Geared Units 1.1 Sp 
Do Package Units 1.1 5p 
Shelton (Martin) 1-25p 
Tams (John) 0.5p 
York Waterworks 4.55p 
Do A 4.55p 

■ WEDNESDAY 
JANUARY 21 

Australia & New Zealand 

Banking A$0.26 

BTM Fin (Curacao) 7% Gtd 

Bd 2002 $70000.0 

Bradford & Bingley Bldg 

Scty FRN 1999 £186.81 

Clrquai 6.25p 

Cosalt 7.1 5p 

Danka Business Systems 

1.56p 

Falcon 3.5p 
Hewetson 2.25p 


Osborne & Little 9p 
Thom B 0.562602p 

■ THURSDAY 
JANUARY 22 
Car Group 3.1 2p 
Critchley 4.5p 
Dailywin 0.31 62p 
Dairy Crest 3.5p 
Ensor 0.25p 

Exchequer 12% 1999/2002 

£6.0 

Jnvesco Blue Chip Tst 
Treasury 4%% IL 2030 
£2.3953 

SocJete Generate Equity (Cl) 
High Yld Pf Equity Rd 
1 8.491 p 

Sweden 13%% Ln 2010 
£67.50 

Treasury 11%% 2003/07 
£5.875 

■ FRIDAY 
JANUARY 23 
Abacus Polar 4p 
Airsprung Furniture 
1.95p 

Asset Mngmnt Inv 
1.5p 

Atkins (WS) 2.7p 
BAA 4.9p 
BPB 3.8p 
Bandt 0.4p 
Bath Press 0.1 9p 
Berisford 4.5p 


Break for the Border 0.7p 
Carr’s Milling, 8.5p 
Close Bros Protected VCT 
1.1P 

Close Bros Venture Cap Tst 

2_2p 

DoC 2p 
Denby3p 

Dragons Health Clubs 0.66p 
Drummond 0.5p 
Foreign & Colonial Smaller 
Co’s ip 

Golden Castle Euro-Fin Gtd 
Asset-Bckd FRN 2004 
SI 54.66 

IWP Int IR2.42p • 

John Lewis 10%% Bd 1998 
£1037.50 

Do 10%% Bd 2014 £1050.0 
Martin Currie Smaller Co’s 
Tst l-2p 

Scottish Oriental Smaller 
Co’s Tst 0.67p 
Stirling 0.68p 
Tex 4p 

Toyo Ink 7% Bd 2002 
Y700000.0 

YTB Fin (Aruba) Gtd Sb FRN 
2003 $1638.75 
Yorkshire Water 6.1 5p 

■ SUNDAY 
JANUARY 25 

Housing Sec 8%% Db 2019 
£4.1875 

Leicester 7% Ln 2019 £3.50 
Salford 796 Ln 2019 £3.50 


UK COMPANIES 


■ TODAY 

COMPANYMEET1NGS: 
Cosatt, 1, Paternoster Row, 
EC., 1Z00 
BOARD MEETINGS: , 

Finals: 

Airfield En terp ris e 
Carcfiff Property ; 

Interims: " 

Adscene 

Ashtead 

MtTIE 

■ TOMORROW 
COMPANY MEETINGS: 
Abfrust High inc Tst, 39, ' 
Charterhouse Street, -EC., 

12.30 

Concentric, Betfry Hotel, 
Lichfield Road. Wtshaw. 2.30 
BOARD MATINGS: 

Finals: 

Usher of Trowbridge 
Interims: 

Barbour Index 
Bucknall 

■ WEDNESDAY 
JANUARY 21 
COMPANY MEETINGS: 

AMs, Savoy Hotel, Strand, 
W.C.. 12.00 

American Opportunity Tst, 
10. Park Place, S.W„ 12.00 
Avon Rubber, Bath Spa 
Hotel, Sydney Road, Bath, 

2.30 

Berisford, Radisson SAS - 
Portman Hotel. 22. Portman 
Square, W., 12.00 
BOARD MEETINGS: 

Finals: 

Lorion 
Ultraframe 
Watson & Pfdip 


Interims: 

SR 

■ THURSDAY 
JANUARY 22 
COMPANY MEETINGS: 
Airtokffs, Hilton Hotel. 
Manchester Airport; 11.30 
Burton, London Marriott 
Hotel, 10, Grosvenor Square, 
W. r 11.00 

Euromoney Publications, 

London Capital Club, 15, 
Abchurch Lane, EC., 2L30 ' 
MBPC, BAFTA. 195, 
PkxacSUy, W.. 12.00 
MY HIdgs, WIndlebrook 
. House, Guildford Road, 
Bagshot, Surrey, 10.00 
BOARD MEETINGS: 

Finals: 

First Leisure 

Lonrho 

Interims: 

Daejan HIdgs. 

McKaySec 
Menzies (John) - 
Ransom (Wm) 

■ FRIDAY 
JANUARY 23 
COMPANY MEETINGS: 
Dertby, Exchange House, 
Primrose Street . EC., 10.30 
BOARD MEETINGS: 

Interims: 

WF Electrical 

Company meetings are annual 
genera/ meetings unless 
otherwise stated. 

Reports and accounts are not 
available until six weeks after 
-the board meeting to approve 
preliminary results. This list is 
not comprehensive since 
companies are not obliged to 
notify the Stock Exchange of 
announcements. 


CONFERENCES & EXHIBITIONS 


Conferences 


Exhibitions 


JaitiiaryiG^ 


Smartex 98 
Smart Cards 

Another expensive Smart 
Card Shout? Think Again! 
Conference: For 1»3 of the fees 
for similar evens, you can 
partidpaie in a conference 
addressing real issues and 
opportunities lacing this Industry. 
Exhibition: Forget the queues 
and aisles of boring stands. Wen 
demonstrate Smart Cards in real- 
life applications, showing ths 
industry woiking together. 

To register as delegate or visitor, cal 
Sue: 01223 329900 


X98 


Now** Hammersmrff? 


LONDON 


JANUARY 28-30 
Essentials of Derivatives Risk 

Management 

Why are banks so fragile? 

They are ad susceptible to derivatives risk. 
This course is nor about rocket -science 
truth*. It offers a useful checklist 
Approach on ho* to manage and control 
the cpcradcml risk of derivatives. White 
no toriground m dcrivmjvcs is necessary, 
the course is suitable for all individuals 
involved in derivatives uansacoons. 

3 -days £S73+VAT 

ConUvt Bitvhin International pk 

Tel: 0171 ri»4|12 

Email: Birchin#BirchiiLcom 

LONDON 



Exhibitions 


FEBRUARY 2-4 
Introduction to Capital Markets 
Products and Procedures 

This course & for individuals looking for 
a comprehensive overview of the 
international capital markets. The course 
offers practical infonruQon and eternises 
on bonds, equities and derivatives. 
Suitable for all individuals seeking to 
enhance professional competence. 

3-dnys £875+VAT 

Contact: Biichm International pic 

Tel: 0171 6284112 

Email: Bin.’hina'Bnchin.com 

LONDON 


JANUARY 26-28 
Understanding Derivatives 
Fundamentals to Derivatives Markets. 
How to hedge or leverage exposures on 
interest rates. currencies, equities and 
commodifies using: • Futures • Options 

■ Swaps • Swaptions • Exotics. Recent 
innovations in. • Value at Risk Models 

■ Credit Risk Derivatives. 

3 dm £875 + VAT 

Contact: Birchm Inu-maiiana! f4e 
Td: 0171 634112 
Foa: 0171 634113 
Email: Birching 1 Biichm.com 

LONDON 

JANUARY 27-28 

New Sourcing Strategies for 

The Finance Function 

23 “v of finance directors outsource pan 
of the fmam-c function. This conference 
examines these new sourcing strategic; 
and examines potential cost savings and 
improved sen iee levels. 

Contact Jane Mills 
Tel: Of SI ?7Q 3355 
Rlx: 01 SI 379 1122 
Email: januinlLg ^bwsaeKviiBdligmotcxui. 

LONDON 

JANUARY 28 1998 

Export Seminar 

“Every Cloud Has a Stiver Lining" 

With the Tigers mined turn to the Arab 
suicc 1 ) Wv» IK exports in J99”. 

Stable growth. Uivcrsil icaiion. 
privatisation. mean new export 
opportunities. 

For £40 line, vai i. 

Enquiries: Arab-Brilish Chamber of 

Commerce 

Fax: 0171 3 %-UOU 


Fund Management In Europe: 
Maximising Profitability 

The Wall Street Journal Europe's 
Third Annual Fund Management 
Conference will locus on: 

• Markets destined for growth 

• Impact of EMU on distribution 
costs 

4 Developing local tistributian 
alliances 

• Intermediary networks in Europe 

• Outsourcing strategies 

• The dlem-manager relationship 

• Profitability in tax driven retail 
products 

• Wealth management 
Contact 

Fiona Stevens, Dow Jones 
Tef: +44 (0) 171 832 9992 
Fax: +44 (0| 171 8% 9940 


Geneva 


FEBRUARY 3-4 
Corporate Intranet 98 

Designed to provide you with the facts 
you need to prepare for the digital 
economy. Corporate Intranet 'W covers 
(he business and technological issues 
involved in developing internet/ 
intranet/enranet applications. 

Contact: Jane Mills 
Tel: 01 A I *79 3355 
Fax: 01 « I 379 1122 
Em3ihjreemtll^busine»inadBgcn«u*oi& 
LONDON 

FEBRUARY 9-13 

Knowledge Management Series 

The first complete European KM event 
leads you front Introduction to KM to 
Advanced Tools and Systems. Presenters 
include: Knowledge Associates. McKmscv 
Jk Company. The Knowledge Warehouse: 
Credit Suiseec Masons Solicitors Scxkxon 
Finland; Norwegian Technological Institute: 
Door Training Ereemabanal; KcrenscenBum 
CcBic Cranfickl School of Management; 
KFWC: ICU Monageumi Centre Europe: 
Coopers & Ly brand; Woricxparr 

tioenuocnal; Conckilr Cocnraunicariorc. 

UNICOM, t0 1895 256484. 
ft 01895 81 3OT5, inforgiun icomxro.uk 

LONDON 

FEBRUARY 11 

Realising the Benefits of your 
IT Investment 

Looking beyond the fraancBl lasses to the 
intangible softer benefits, find out how to 
justify expenditure on new information 
technologies, major infrastructure 
programmer, select between conflicting 
claims upon limited resources; minimise 
the risks of IT failure. Plus free pest- 
seminar workshop. 

UNICOM 

k 01 895 256484. f: Qlf#5 8130/15 
info#? ufticomxo.uk 

LONDON 

FEBRUARY 11-13 
Effective Negotiating Stills 

This course is appropriate for financial 
staff m tfw support and rales fmawns. 

* Princjpito of Negotiation 4 Negotiating 
Styles • Telephone Negotiations 

• Haraflinj; objections ■ Closing deals, 

3 days £875 + VAT 

Contact Birchin Internationa] pk 
Tfcl: 0171 6284112 
Fax: 0171 628 4 1 13 
Email: Birchin® BiidtitLcan 
LONDON 


FEBRUARY 16 

The 14th Annual FT London 

Motor Conference 

The changing rote of the car is the theme 
of dib major FT automotive evencThc Rt 
Hon Dr Gatin Strang MP. Minister for 
Transport will give ihc keynote address 
and other spoken include Professor Gard 
Rhys OBE. Cardiff Business School aid 
Mr Joachim Sdwftcn. BMW AG. 

Conner: Sarah Gibb. FT Conferences 
Tel: +44 171 8962639 
Fax: +44 171896 2696 
Email: srahg^'peatson-pre.com 

LONDON 

FEBRUARY 16-18 

Power Ink’s UK Generation 

Workshop 

In association with Moll Ewbank 
Prvcrc. 

Three day intensive course designed as 
a one slop management briefing for 
executives. Invaluable to those seeking 
a thorough grounding in generation and 
related issues. 

Sponsors: Drcsdner Klein won Benson 
Td: Sue 44 I0H 730 265095 

Mciropole. BRIGHTON 

FEBRUARY 17-18 
China After the 15* Party 
Congress 

This international conference appraises 
ik-w rules and opportunities for MdLA 
acutity. divestment and Privatisation 
of Smic Owned Enterprises, and the 
changing investment climate in China. 
Enquiries: David James 
Tel: +44 10)171 377 1S30 
Fax: +-U(0i|7l 377 1820 

LONDON 


Conferences 


Exhibitions 


FEBRUARY 17-18 

The Euromoney Internationa) 

Bond Congress 

A unique combntsoon of a conference and 
exhibition. It gives bond market 
professionals the opportunity to hear from 
leading expens, discuss new ideas and 
develop new contacts. Over 1.100 
delegates from 47 couxrks. including 450 
tnvorora. .utwvVri in 1*17. 

Please contact; Catherine Hill ter 
Tel: +44(0)171 779 8322 
Fax: +44(01 171 7798396 

QEI1 Centre, LONDON 

FEBRUARY 17-18 
Putting Knowledge 
Management into Practice 

focuses cat the critical success factors in 
impkuncntihg knowledge management. 
Each session addresses a vital area of 
knowtdgc management practice and 
reflects some of the most innovative and 
onctnaf node in this orex 
Collate Jane Mills 
Tel: 0181 S79 3355 
Fax: 0181 S79 1122 

LONDON 


FEBRUARY 23 & 24 

The 18th Annual FT New MecSa& 

Broadcasting Conference 

Speakers include 

The Rt Hon Chris Smith MP. Secretary 
of State for Culture. Media and Sprat. 
Mr Richard Eyre. Independent 
Television Association. Mr Siewait Till. 
Poligraro Filmed Entertainment. 
Ms Patricia Hodgson, BBC. 

Enquiries: Sian Fancourt 
Tel: +44 171 896 2626 
Fax: +44 171 896 2606 
Email; st an flgipcarsoo-projoora 

LONDON 

MARCH 2 & 3 
FT Power in Asia 

Focusing on Aat'i finanaai named and is 
effect on die region's power sector reform 
programmer Senior executives from The 
World Bari. Ministry of Electric Power - 
China, National Energy Policy Office - 
Thailand. Notions! Power Corporation - 
The nulippines.Thc1bigfo Electric Power 
Company inc. will be among the ^eafcers 
addressing this FT ctnfouicc. 

Enquiries: Lucinda Roberts. 

FT Conferences Td: +44 171 896 2120 
Fax: +44 171 896 2696/2697 
Email: lucrndai^ipcarson-procran 

LONDON 

MARCH 3*4 

The Added Value Finance 
Function 

Now that more basic functions are 
outsourced, this conference examines 
ways in which senior finance executives 
are in c rea singly focusing on higher value 
added, decision support activities to sent 
strategic twines, objectives. 

Contact: Jane Mills 
Tel: 0181 879 3355 
Fax; 0181 Jf79 1 122 
EnmTjmcnffb^taraKstHneilianXAi* 
LONDON 

MARCH 4-5 

Third Annual Conference on 
Investing in Russia & CIS 

Organised by Sax'fcs Associates & 
Bloranbeig LP. this is the leading US-bx>cd 
conference for institutional A corporate 
entities ffirestijg in Russia Jt CIS. Offcmg 
a timely opportunity to reassess inv est! uan 
opportunities in the light of |h«i cmqging 
marker crises, the oen f eretare will look at 
equity & debt markets as well as direct 
BlVCStRka«QpponiS1111C$. 

Vicky Gibb, Sachs Associates 
Tel: +44 171 583 7711 
Fax: +44 171 583 2455 
Email: sachsassoctg'aoljrom 

The Plaza Hotel. NEW YORK 

MARCH 16 & 17 
The 9th Annual FT Wortd 
Pharmaceuticals Conference 
Confirmed speakers at this major FT 
conference, arranged wiih Coopers & 
Lybrand. include Mr Ernesto BerureDi, 
Aren-Serono. Dr William Bogie. Medeva 
PLC Mr EdwanJ R Rotwts. Merck KgaA 
and MrTimoiby G Rothwcll. Rhftnc- 
PcuJenc Rarer Inc. 

Con act Sarah Gibb. FT Coof deuces 
Tel: +44 171 896 2639 
Fax: +44 171 S96 2606 
Email: sarahggztpesraoo-pro.com 

LONDON 


Conferences 
& Exhibitions 


To advertise conferences, exhibitions, trade fairs, 
conference venues and training courses to approx 1.2 
million readers worldwide. 

Contact Vivienne Eka on 
tel +44 171 873 3507 
fax +44 171 873 3098 


Financial Times 


MARCH 17 

Fourth South Africa: 

Economy, Investment & 

Trade Conference 

Held in conjunction wiih Uic South 
Africa Foundation, the Southern Africa 
Business Association. Fleming Manin 
and S J Berwin. this conference features 
Government ministers. 3 delegation of 
SAF leaders, bankers, professional 
advisers and expert com me ntator. 
Information: Funim Southern Africa 
Td: 01225 466744 
Fax: 01 225 442 W3 

LONDON 


Tfie 3rd International 
Financial Fraud Convention 
Finanaai Fraud presents the most 
serious challenge to the staMty o» 
financial Institutions and markets 
today. Timed lo coincide with the 
UK Presidency of G7 and EU, 
senior executives from 
multmationaJ banks. IMF, Wfcirid 
Bank. UN. FATF. EU. US Treasury, 
will comprehensively examine 
recent liuliatives towards a global 
standard ol fraud prevention, the 
vulnerability of institutions and 
markets, and strategies tor asset 
discovery and recovery Applicable 
tar senior executives responsibte 
tar their organisation's corrftfance. 
supetvtaon, and Iha protection ol Its 
financial and operational integrity. 
Contact Trevor Gee 
TW: +44 (0)171 4191000 
Rax: +44 (0)1714191060 
&mafcfnlo @ tt MOa itwmliCOw> 
frt^»?www, tata nc ia ffraucLcom 

IFex la.Londanl 


Senior Power & Gas Executives 
5“ Central & Eastern 
Eoropean Power Industry 
Forum (GEEP1F 98) 

March 24, 25 and 26 Warsaw 

Keynote: Wnister Emi Wasacz, 
Mimsfry of Treasury, Poland. 
Privatisation, Finance, Regulation, 
plus SheD 8 Gazprom's 
Cooperation Programmes. 
Presenting Poisri Power Grid 
Company, RAO. CEZ. National 
Power, MVM. PreuesenBeWra, 
ELES, RENEL Ruhigas. StatoB, 
Texaco. 

Post Conference Seminar 
Energy Law/Regutatror & Risk 
Management and Contracting 


RenrtWeiC&E 

Phone: 0031 302650963 
Fax: 0031 302650928 
httpaEteww^enrweBHBuropacoin 


Earn: The Hoar ol Strategic 
Choices 

10th Annual Conference - 
Association for the Monetary 
Union of Europe (AMUE) 

Ute high-level international 
conference widecuss at a cnjoel 
period tn Europe's hislory the 
European Commission^ 
recomm e ndations on the toraxting 
members of BAJ. Distinguished 
speakers from the business and 
poGBcalwortewfl take part. It vfll 
aiso provide privBeged fns^hts into 
ottier m^or iseues which wBI 
surface even more In the post-EMU 
environment With simultaneous . 
Engfeh and French i nt wptma i i on. 
For a copy ol the programme: 

Pax: 33145 22 33 77 
E-tnal: amue@fipiu9Jr 
Programme ap 
registration sfso on 
VtamethaptfamiaJlnel 

Paris 1 


Conferences 

& 

Exhibitions 


MARCH 31- APRIL 1 
Strategic Performance 
Measurement 98 

Our 3rd annual performance 
management conference helps you 
pinpoint the correct balance ol 
measures, link them 10 your araicgic 
objectives and address (he behavioural 
issues that can prevent effective 
measurement. 

Contact: Jane Min* 

Tel: 0181 879 3355 
Fax: 0181 879 1122 
EBt*janMnflhgfarinesb«!lIj^^ 

LONDON 

APRIL 1-2 

Asset Allocation in a 
Changing World 

The world is changing at a rapid pace. 
Learn bow to modify your asict 
allocation* to fii the evolving 
environment, keep updated on the latest 
developments, and acquire tools io 
improve allocation decision*. Contact 
AIMR in the USA at 
TO: 1(804) 963-6880 ext. 1 23 
Fax: 1 (804)980-3634 
Internet bnp^/w wvy.ahnr.org 

LONDON 

APRIL 20 - JUNE 8 
FT-CHy Course 

Organised by FT Conferences with City 
University Business School, this 
course, over 8 weekly afternoon 
sessions, provides an excellent 
introduction to the workings of tbs City 
of London as the financial and trading 
centre in Europe. 

Enquiries: Sian Fancourt. 

FT Conferences 
TO: 0171 8962638 
'Fam 0171 896 2696/2697 
Email: sjanfi^pcarscn-proconi 

LONDON 


LANGUAGE COURSES 


To advertise in 



Please contact Vivienne Eka 


on +44 (D) 171 873 3507 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customers language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not ? DkJ you lose out to a competitor 
who did speak the language of the customer ? 
Don’t let it happen again - 

Call BERLITZ for details of 'Doing Business In' 
French/ German/Spanish NOW on 

0171 - 015 0905 
0121 - 643 4334 
0161 - 226 3607 
0131 - 226 71 




Helping the World Communicate. 


Study 
French at 
your desk. 
Or one of 


ours. 

Oar ftcwti bunco* cured arc ought hy noifae Rcuch speakers 
wbo ore quail Cod teacbcre oo4 huaittts piefcniadi 
At you dak *r |hc lunud. 

Plus now unices available; 

(ncBfivc rafcr-inadgcaniBX 3d*y taoicrriun suwks. 

Adiy umnawwa wtusci, Ibennac wxta*. Pro** over the pbono, 

E renriirafaw c 
with a Loudest address. 

.14 Cromwell Place 

_ . ■ Loudon 5W7 2JR 

institui fnnpitBiM TdOin 5817mi 



To advertis^cbntact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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I t was Die sound of scraping 
that provided the first clue. 
Scratch, scratch, scratch. 
came the noise from the 
street at the crack of dawn in 
Tokyo last week. 

Intrigued. I poked ray head out 
of the window. I was greeted by 
the sight of what appeared to be 
the latest consequence of the El 
Nino weather system: a very rare 
and massive dump of snow in 
Tokyo. 

The scraping was by neigh- 
hours who had begun chipping 
the five-inch deep" snow away! 
But this was not the type ocf 
snow-clearing exercise one might 
see in London or New , York. 
Instead of simply scraping away 
ice from their cars or own door- 
steps, what was on display was a 
striking demonstration of civic 
duty. 

In front of every house the 
inhabitants had mnrked'out a 
neat square of pavement and 
road they apparently considered ‘ 
to be their own. Within this area, 


The etiquette of snow- shovelling 


householders had all decided - 
without anybody organising 
them - to shovel the snow away 
simultaneously. “Nobody makes 
us do this." explained one. "But 
we feel it is a duty." 

This "duty" extends way 
beyond snow. It encompasses a 
pattern of written and unwritten 
rules that circumscribe life in 
Tokyo and the rest of Japan. 
These rules arc alternately baf- 
fling, delightful and frustrating 
for foreigners like myselL 

Take the case of rubbish. On 
my first shopping trip In Tokyo, I 
tried and failed to buy an ordi- 
nary rubbish bag. The reason 
was that I did not recognise 
them: Japanese bags are not 
black or green, as I knew them in 
the UK. Instead they are made of 
see-through plastic. 

There is a good reason. Japan 


DATELINE 


Tokyo: The way 
neighbours have 
responded to a 
recent snowfall 
illustrates Japan’s 
special sense of 
'duty", writes 
Gillian Tett 


has a commendable system or 
ecologically aware rubbish collec- 
tion. which demands that burna- 
ble rubbish be put into one bog, 
non -burnable into another, tins 
inlo a third, and “large" items in 


a fourth. Each type is collected 
on different days. If an unwary 
householder purs out the wrong 
rubbish, it will not be collected. 
Clear plastic means that anybody 
who breaks the rules can be spot- 
ted - and then, of course, pub- 
licly embarrassed. 

On my first week I mixed the 
days up. A neighbour pointedly 
returned my bag to the doorstep 
while I was out. Reluctant to 
carry it up four Bights of stairs, i 
left it an the street the next day. 
But the bag was returned again. 
Finally. I sneaked out under 
cover of darkness 1 and guiltily 
deposited it in a skip two blocks 
away. 

But these rules dr* liave their 

advantages. Tokyo's streets are 
largely rubbish-free. Crime is 
famously rare. .And in the 
autumn the pavements are leaf- 


The Monday Profile: Tom Stallkamp 

Mr Procurement shifts gear 


K eeping Chrysler afloat 
has always required a 
bit of the showman. Lee 
lacocca.the group's leg- 
endary chairman in the 1980s, 
made, and then almost broke, the 
company before turning to poli- 
tics and beyond. 

More recently. Bob Lutiv its 
imposing ex-Marine vice- 
chairman. has cornered the mar- 
ket for big personalities with his 
larger-than-life antics. 

■ Even vice-presidents have 
made themselves famous in 
Chrysler' s transformation into 
America's most creative and prof- 
itable carmaker. Tom Gale was 
already rated as a designer before 
turning to management; Franpois 
Castaing, . the group's former 
engineering supremo, was 
French - enough alone to stand 
out in dreary Detroit 
Tom Stallkamp, by contrast, 
was banal Mr Procurement He 
dealt with parts companies to 
lower prices and raise quality - 
all essential in an industry where 
components account for about 
two-thirds of the cost of a 
vehicle. But hardly the stuff to 
set pulses racing: 

On January X, Stallkamp found 
himself centre stage -with his 
appointment as president Eleva- 
tion to the group's second slot - 
heir-apparent to chairman Bob 
Eaton - came in recognition of 
Stallkamp's achievement in driv- 
ing down costs, often outsourcing 
to suppliers and co-operating 
with them to improve quality. 

"Outsourcing**, now in the 
mantra of every , car company, 
arrived early at Chrysler. The 
company was helped by the feet 
that it was never as vertically 
integrated as GM or Ford, remov- 
ing some of the vested interests 
that obstructed outsourcing else- 
where. But Stallkamp also 
pushed co-operation with suppli- 
ers much further than his rivals. 

His efforts contributed to prof- 
its which were the envy of 
Motown. Although half the size 
of Ford and one quarter that of 
GM, Chrysler's margins were fet- 
ter than both, and its earnings, at 
best, bigger than the two com- 
bined. Stallkamp. a 51-year old 
Pennsylvanian whose father was 


a 



chief engineer, at tbe Babcock- 
and Wilcox power, engineering, 
group, plays down the accepted 
wisdom that his prowess as a 
purchaser won him the presi- 
dent's spurs. But triumphalism 
has never been part of his public 
vocabulary. 

“We’re going to continue to run 
the company as a team,” he says. 
There will be no corporate blood- 
letting. Even after this month's 
management changes, the execu- 
tive group which has steered 
Chrysler to its present peaks is 
intact, with the exception of Cas- 
taing, who is leaving after 10 
years but remaining os a consul- 
tant. 

Stallkamp argues that his abil- 
ity to thrive in Chrysler’s team- 
based culture was a big factor in 


bis promotion. “We spend a lot of 
time networking, and that's not 
going to change.” 

He sees the president’s job in 
less than romantic terms. He will 
run the shop day-to-day, leaving 
Eaton to concentrate on strategy, 
government contacts and Inter- 
national issues. *Tm the fellow 
looking after the farm while the 
estate owner can focus on the 
larger scale," he says. 

Stallkamp keeps responsibility 
for purchasing and supply, but 
line management goes to Tom 
Sirilik, formerly bead of Chrys- 
ler’s financial subsidiary. Stallk- 
amp also ha^ char ge of engineer- 
ing, sales and marketing- 
There will be no big change of 
direction. “What rd like to do is 
have a greater emphasis on 


speed, whether in improving 
quality, developing products or 
just the way we do business." 

He stresses the need for Chrys- 
ler to remain tumble to distin- 
guish itself from GM and Ford. 
“Chrysler got to where it is by 
being able to recognise or create 
new segments. We can't just fol- 
low the crowd - that’s what got 
Chrysler into trouble. We always 
try to go our own way. There are 
no secrets in this; our job is 
always to be faster." 

But Stallkamp's advancement 
comes as times have got harder. 
Profits in 1997 fell as the relent- 
less model-renewal drive of 
recent years hit a lull. And the 
company's reputation for creativ- 
ity has been usurped as GM and 
Ford revitalised their products. 

They have even experimented 
with the sort of attention- 
grabbing PR stunts, such os driv- 
ing a Jeep Grand Cherokee up 
the steps and through the plate 
glass windows of Detroit’s Cobo 
exhibition hall, that were previ- 
ously Chrysler's forte. Even the 
stock market has shifted alle- 
giance, with analysts tipping 
Ford and GM for its recovery 
potential while stressing the 
challenges Chrysler faces to stay 
ahead. 

Stallkamp says there is plenty 
of product in the pipeline. "I 
don't think we've lost momen- 
tum. It was very hard to keep up 
the onslaught of new products 
every three months.” One reason 
for the apparent pause is that 
Chrysler's focus shifted back to 
basics, with the renewal of Us 
engines and gearboxes. 

With the widgets out of the 
way, the company will move 
back to launching new cars. This 
month's Detroit motor show pro- 
vided a taste of what is to come, 
with some sleek new saloons and 
three new concept vehicles. 

“The new LHS range and the 
30OM [coming to continental 
Europe this autumn] represents 
the first real full model cycle 
since Chrysler introduced its 
strategy of basing group models 
on shared platforms in 1993. 
We’Ve really come full circle." 


free: every household collects 
leaves from the pavements in 
front of their bouses. 

.And the rules have an insidi- 
ous way of becoming habit, even 
for someone with anarchic 
instincts like myself. When I first 
arrived in Japan nine months 
ago. I used to smile at the feci 
that the Japanese rarely cross a 
road if the pedestrian signal is 
red, even if there is not a single 
car in sight. Now I tend to obey 
the traffic lights myself. When on 
one recent occasion I accidentally 
put a can in the wrong bin in a 
train station. / felt so guilty that I 
spent several nasty seconds fish- 
ing it out again. 

But the rules that inspire such 
sensitivity to one's fellow citizen 
have their downside too. The 
lack of flexibility sometimes 
comes at the cost of common 


sense. On a recent trip to the 
mountains, for example, a group 
of us tried to visit a hot-spring 
baths. The resort in question bla- 
tantly needed extra custom. But 
we had arrived minutes after the 
official closing time. And though 
the staff was still on duty, our 
money was refused. Rules, they 
explained, were rules. They had 
to be followed irrespective of 
Japan's current economic down- 
turn. 

Inflexibility also means impres- 
sive displays of civic duty go 
hand-in-band with administrative 
incompetence. The mountainous 
areas of Japan are well-equipped 
to cope with snow: the roads, for 
example, are cleared of snow by 
an ingenious scheme by which 
water from hot springs is sprayed 
on to the tarmac. 

But in areas that da not expect 

FT GUIDE TO: 


snow, the unexpected brings pear 
paralysis: finding grit for the 
roads in a hurry, for example, 
seems quite beyond the Tokyo 
government. Last week's snow - 
the second dump in two weeks - 
left 400 injured, roads snarled up 
and Japan's train service cancel- 
ling half its services. 

And even the citizens’ snow- 

clearing programme ^as a catch. 

In the streets around my house 
last week, there appeared to be 
another unwritten "rule": though 
everybody diligently cleared the 
square in front of their own 
house, they would not - on any 
account - go beyond their 
strictly defined area. 

The result was a few lethally 
slippery patches were dotted 
along what was an otherwise 
clear pavement. Perhaps these 
danger spots were in front of 
uninhabited buildings. But most 
likely they marked out - as 
clearly as any advertising 
board - exactly where the 
foreigners lived. 


CREDIT RATING 


Haig Simontian 


You don’t normally bear much about credit 
rating agencies. But recently they seem to have 
been under attack, particularly aver the Asian 
crisis. Why is that? 

All three global credit rating agencies - Standard 
& Poor's, Moody's Investors Service, and Pitch 
£BCA - have come off badly from the crisis in 
Asia. None successfully anticipated either the 
occurrence or the scale of the upheavals in south- 
east Asia and South Korea. As recently as last 
September, for example, Korea enjoyed a sover- 
eign credit rating of AA minus - the same as 
many west European countries. Korea's rating 
has subsequently been downgraded to the same 
level as countries such as Pakistan and Jordan. 
Since the agencies trade on their reputation as 
the ultimate arbiters of a country's creditworthi- 
ness, recent events have tarnished their credibil- 
ity in many eyes. 

No-one anticipated the turmoil in Asia. So why 
are people singling oat the rating agencies? 

That is not entirely true. The International Mone- 
tary Fund has also been attacked for its allegedly 
poor forecasting record. 

And. for obvious reasons, Asia's governments 
have themselves received a lot of flak. But it is 
true that the rating agencies bave borne the brunt 
of criticism for their failure to predict 
the crisis. 

One of the reasons is that many investors, 
including banks, pension funds, portfolio manag- 
ers and insurance funds, rely on credit ratings as 
a vital source of information on where to allocate 
their money. Some US fluids, for example, are 
debarred from investing in speculative grade com- 
panies or countries - in the case of S&P and Fitch 
IBCA - with grades of BBB minus or below; and 
for Moody's, Baa3 or below. Such is their influ- 
ence that rating agencies can actually affect the 
performance of a borrowers’ debt by either 
upgrading or downgrading its rating. 

Surely investors could just ignore the agencies 
and make up their own minds? 

In an increasingly globalised economy this simply 
is not practical In the days before capital markets 
were as pervasive as they are now. companies and 
countries bad little choice but to go to the bank if 
they wanted to raise debt. The bank would then 
conduct an in-house credit analysis on the finan- 
cial health of the borrower and price the loan 
accordingly. 

Nowadays it’s all much more sophisticated. Bor- 
rowers often want more money than a single bank 
can provide. Many are. in any case, unhappy with 
the conditions banks often attach to loans. 

It would be much easier, they say. to raise the 
money from hundreds, or even thousands, of 
anonymous investors by issuing a bond. Since it 
would be commercial lunacy for each investor to 
undertake a separate assessment of the 
borrower, rating agencies do the job on 
their behalf. 


This gives the agencies enormous power over 
borrowers, doesn't it? 

The agencies would argue that this power is more 
apparent than real. In the case of well-known 
borrowers, agencies often do little more than con- 
firm what the markets already know. Few would 
be surprised. Tor example, that the World Bank 
has a Triple-A rating, while the Republic of Kaz- 
akhstan has a sub-investment grade rating. If an 
agency suddenly downgraded the World Bank to 
AA minus it would have to come up with a pretty 
convincing reason. 

Much of what the agencies do, in other words, 
is to convert conventional wisdom into a grading 
system. Critics argue that there is a more subtle 
problem. Contrary to what you might expect, 
agencies derive most of their income from the 
borrower rather than the investor. They charge 
the borrower a fee in exchange for a rating. Such 
are the benefits of having a credit rating that few 
borrowers pass up the opportunity. Detractors say 
this compromises the independence of the agen- 
cies by making it difficult for them to downgrade 
important customers, such as governments. 

Is this why the agencies took so long to down- 
grade Korea and the others? 

No. Nobody’s reputation has emerged unscathed 
from this crisis. Flick through the research papers 
published by the leading global investment banks 
on Asia as recently as last October and you'll 
realise the banks are in no position to criticise the 
agencies - although many have. Nevertheless, it 
must be harder for an agency to downgrade an 
important sovereign borrower, such as Thailand 
or Indonesia, than to raise the alarm over a trou- 
bled mortgage bank or an ailing property devel- 
oper. The stakes are that much higher. In their 
defence, the agencies say that they - along with 
the rest of the world - were lulled into a false 
sense of security by the low external public debt 
of most Asian governments. This caused them to 
underestimate the dangers of high private-sector 
dollar-denommated debt and to overlook the pit- 
falls of the fact that such a high proportion of 
these liabilities were short-term. 

Does that mean that investors will rely less on 
the agencies in future? 

Probably the opposite. International capital mar- 
kets are growing rather than shrinking in impor- 
tance as companies compete more and more out- 
side their domestic markets. The volume of 
complex securities transactions - including con- 
vertible bonds, asset-backed issues, securitisa- 
tions and other farms of debt - is growing rap- 
idly. Agencies rate tens of thousands of securities 
every year. It is hard to see who could replace 
them. There is, perhaps, room for new rating 
agencies to take advantage of the diminished rep- 
utation of the top three and possibly even chal- 
lenge their dominance. 

Edward Luce 
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I n the 1 360s development 
economists had -high hopes 
for Africa, with one leading 
textbook rating its growth 
potential ahead of east Asia's. 
Alas, these hopes have been cru- 
elly dashed: output per head has 
fallen in much of Africa since 
1960 and living standards have 
slipped further behind those in 
Asia and Latin America. 

But in the past few years there 
have been tentative signs of 
improvement After faffing at an 
average rate of 2 per cent a year 
in the early 3990s,, output per 
head icT sub-Saharan Africa has 
risen by more than l.per cent .a 
year since 1955. Inflation,, public- 
sector borrowing and current 
account deficits have meanwhile 
declined over the same period. . 

In a paper prepared for the 
American Economic Associa- 
tion’s recent .annual conference 
in Chicago, economists from the 
International Monetary .JFund 
argued that these improvements 
should not be dismissed os the 
result of fortuitous changes in 
external ctrcumstences. “Rather, 
they appear to result mainly 
from' improved polidesin a num- 
ber of .countries", they. 'argued.* . . 

Needless, to say. performance ; , 
has; differed .from country to;; 
country. 2n -12 countries output ' 
per head has contimied to - fell; 
Armed conflicts, have prompted ■ 
.particularly sharp declines in 
Burundi, Central African Repub- . 
lie, Comoros, Congo find the 
Democratic Republic pf Congo. 

But Angola, 'R enin' Botswana, : 
Ivory Coast Equatorial Guinea,. 
Ethiopia, 'Gubina. Bissau, Leso- 
tho, Mauritius Togo have-all 
enlpyed growth; in output per 


A safari into a growth area 

Output per head in sub-Saharan Africa has risen steadily since 1995 
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head of more than 2 per cent a 
year between 1996 and 1997 4 

per cent on average as a group. 

In three of these countries, 
rapid growth has resulted from 
special factors - the exploitation 
of Dewly discovered oil reserves 
in Equatorial Guinea and recov- 
ery from armed conflicts in 
Angola and Ethiopia. But in the 
other eight better policies appear 
to have yielded results. 

- The policy reforms in the bet- " 
ter performing - countries have 
taken several forms. Nan-tariff 
trade barriers have been elimi- 
nated and impart tariffs reduced. 
Domestic price controls have : 
been liberalised, same inefficient 
monopolies have been (Usman- . 
tied and many state enterprises 
have been privatised. Exchange 
rates have been freed, exchange 
controls - lifted and . credit mar- • 
kefe liberalised in - many couo- . 
tries. Government spending has.: 
also been reduced as a share of 
national output; reducing budget 
deficits and taming Inflatinn 
Reform was certainly needed 
Bad policies help explain why 
. Africa’s growth performance has 
been so much weaker than that 
of other; continents. A recent 
study hi the Quarterly Journal of 
Economics notes that economic 
' growth’should have been I.I per- 
centage points higher each year 
to Africa than east Asia since 
i960, simply because Africa had 
more room to “catch up” with 
richer errantries, by ^exploiting 
superior foreign technology and 
higher returns - to investment 
Butin feet growth in Africa was 
3.4 percentage points lower each 
year than in east Asia. 

% The QJE study argues that 2.6 
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percentage points of the growth 
- .'differential can be explained by a 
.set of seven policy variables. 
'These Include high budget defi- 
cits,' hig black market exchange 
rete preniia, low infrastructure 
toyestmeht,. poor education, shal- 
toW ;flriancial markets and perva- 
sive political instability. 

| But why liave bad policies per- 
sisted for so long in Africa and 
why might thing s have changed 
for the better over recent years? 
The answers to these questions 
might tell us whether the recent 
improvement in Africa's eco- 
nomic . performance is likely to 
persist or whether the continent 
has simply embarked on what 
will prove.another false, dawn. 

The QJJE study argues that 
Africa has been been plagued by 
worse policies than east Asia - 
and that its growth performance 
has suffered accordingly - partly 
because of greater ethnic diver- 
sity: ■ "Ethnic diversity alone ’ 


explains between one-fourth and 
two-fifths of the east Asia /Africa 
growth differential and may 
folly account for some extreme 
country cases." 

Ethnic diversity might cause 
problems for various reasons. 
Conflict between ethnic interest 
groups may delay macroeco- 
nomic stabilisation or the 
removal of black market premia. 
Corruption may be mare damag- 
ing if several groups take bribes. 
Different groups may impose 
taxes independently at levels 
which - added together - are far 
above economically desirable 
levels. Education may also be 
difficult to provide if the wishes 
of ethnic groups differ. 

All but one of tbe world’s 15 
most ethnically diverse nations 
are found in Africa, partly 
because of how European colo- 
nial powers negotiated national 
borders in the 19th century. 
Kenya Illustrates the problem: 


when political power passed 
from the Kenyatta ethnic coali- 
tion to tbe Moi coalition In 1978, 
resources for road -building, 
healthcare and the like were 
shifted from the former's home- 
land to the latter. 

But if ethnic diversity has 
helped explain poor policy- 
making for decades, why the 
apparent recent improvement? 
Mohsin Kahn, one of the IMF 
authors, argues that policy- 
makers have been spurred into 
action by globalisation and 
shrinking flows of overseas 
development assistance. 

The IMF authors argue that 
Africa will have to make further 
reforms to sustain tbe recent rise 
in growth, especially reforms 
that will raise the continent’s 
investment rate. This means 
improving infrastructure, legal 
systems and public services, as 
well as further liberalising trade, 
tackling corruption and 
strengthening financial systems. 

This is a challenging agenda 
and one which will have to be 
underpinned by a political cul- 
ture that does what it can to 
prevent ethnic diversity from 
impeding the reform process. 
But as aid flows continue to 
dwindle - and reliance on for- 
'eign investment increases - the 
pressure will remain intense and 
the rewards for success great 

* Africa : Is this the Turning 
Paint? by S Fischer. £ Hernandez- 
Cold & MS KOhn. IMF 199R 

**Africa ’s Growth Tragedy : 
Policies and Ethnic Divisions, by 
W Easterly &R Levine, Quarterly 
Journal of Economics. Nov 1997. 

e-mmt Robert Choie&FT.com 


pution puAJvun 

o«Nr® 


Vi mu 

mtraoo 

piuhioa 


WStBm 

ima 

ufca 


K*KO l 

pmd 

prtoe 

poor 

nka 

m* 

mm 

BUW. 

C/tttn 

LMMl 

mona 

Ewn 


UMwm 

tmt 

10.63 

fiss 

tsss 

7X35 , 

0030 

1Z20 

1&24 

762V 

1-06 1 

1U7 

23J» 

2327 

186 1 

0100 

1980 

1624 

1624 

1 06 1 

27.22 

3821 

3849 

1.09 | 

0130 

1920 

19.15 

19.16 

1.00 

27.22 

23X0 

2327 

186 1 

0200 

1920 

19.15 

19.16 

1 08 1 

2722 

1865 

1832 

1X36 

(EOT 

19.20 

7624 

1624 

1.06 

1S£7 

1566 

15.32 

186 j 

0300 

51.34 

1624 

17124 

1 06 | 

46-23 

15.85 

1832 

1.08 

0330 

1980 

1624 

1624 

1.06 

0623 

15/2 

15X8 

186 j 

0400 

1980 

1624 

1624 

1.06 

1021 

15.42 

15X8 

1.06 

0430 

19m 

1624 

1624 

1.06 

1&B7 

14.7B 

1305 

186 1 

0500 

1920 

1624 

1624 

IX* 1 

21.16 

WJ5 

14.83 

1X36 

0530 

22 00 

18-36 

1846 

ix*| 

1757 

14X6 

1483 

186 

0600 

12.10 

11XJ3 

11.03 

OXB 

ISiU 

1465 

14 63 

1.06 

0630 

12.10 

11.03 

11 03 

0.00 

moo 

14.55 

1483 

186 

0700 

1220 

18.35 

1856 

1J*] 

11.65 

1426 

1483 

1X36 

0730 

36.73 

1697 

1648 

IX* 1 

1155 

14J5 

1483 

1.06 

0800 

41.04 

27.70 

27.71 

1.06 

1156 

1465 

1483 

106 

0830 

37.03 

3023 

3024 

IX* 

1800 

1824 

1861 

1X16 

0900 

4185 

42.64 

4256 

1.06 

1800 

17.41 

17.68 

1XB 

0930 

43.70 

43.58 

43.61 

1.06 

iano 

17.41 

17.68 

1.06 

1000 

4981 

54.14 

54.17 

IX* 

?nM 

1741 

17.68 

1.06 

1030 

49.63 

54.15 

54.18 

1 06 

2029 

17.41 

1788 

186 

1100 

49.64 

54.14 

54.17 

1.06 

2029 

17.41 

1788 

1.06 

1130 

49 74 

4360 

43 62 

IX* 

2029 

17-41 

1788 

1.06 

1200 

49.84 

4359 

4351 

1.06 

i 

23X0 

2327 

106 

1230 

4657 

4357 

4359 

7.06 

2029 

2300 

2321 

180 

1300 

4840 

4358 

4357 

1X16 

2029 

1741 

17.80 

186 

1330 

4&21 

3744 

3745 

IX* 

2029 

17.41 

17 68 

IX* 

1400 

46.09 

37.83 

3755 

1.06 

1920 

17.41 

1788 

106 

1430 

44 15 

3743 

3754 

1 08 

(2.10 

17.41 

17.68 

I.OS 

ism 

44 .10 

3783 

3754 

1.06 

11.50 

17.41 

1768 

186 

1530 

44.15 

3756 

3756 

1.06 

11.55 

17-41 

17 G8 

IX* 

1600 

4480 

4183 

42X15 

IX* 

1620 

2008 

21 £6 

1 06 

1630 

62 hk 

5458 

5624 

1.06 

1820 

2224 

22-SI 

186 

1700 

7883 

1B9X)7 

11323 

1.06 

2626 

4000 

4028 

1.08 

1730 

133.94 

11381 

117.45 

Iffi 

52.15 

4000 

4028 

U» 

1000 

12? 75 

109.40 

11£J5 

156 

62.15 

2814 

3841 

186 

1880 

75.97 

62.70 

64.18 

1.06 

29X0 

22-24 

3281 

1X36 

1900 

5983 

57 81 

5613 

IX* 

2820 

2343 

23.70 

186 

1930 

45.74 

54.14 

5428 

1.00 

1020 

Cl £8 

2185 

1.06 

2000 

4389 

3784 

37.98 

106 

1920 

2892 

21.19 

1X36 

2030 

4152 

A*»W> 

4330 

IX* 

1920 

£098 

2126 

18B 

2100 

42.42 

3112 

3313 

1.06 

1920 

13.77 

2004 

UK 

2130 

3886 

32.14 

3216 

1.06 

1020 

1741 

17.98 

1 06 

2200 

37.12 

31.08 

31.09 

IX* 

12.10 

17.41 

17.68 

189 

2230 

3558 

2350 

2351 

IX* 

1320 

1624 

1651 

1.06 

2300 

21.78 

2350 

23.51 

1.06 

1220 

1824 

1831 

186 

2330 

2786 

19.08 

19.07 

IX* 

.1205 

1824 

1081 

1X0 

2400 

2159 

1687 

1856 

1.06 




W igPlM/ 

inn lJWWKWh. Prwkjok ft* ma 

j ,n.ii— m* i tfpnmi ■ w n » pmmi b*i 


pnWgial Md imi hr ay on U « 3 M X 
HmlMsbHmFnlpodiiainn 

gffc t* Hl U»L Jhf IdMKHBlSmiBtMtf 
SUHMI Pa |T5R B ctngoa w wmau 
Onto* It *03 W BMOT1 M Mtpn 

niniTi n»i|H inn nfinf— n - 

a< nnwa nut D* NSC rb ea nul 17 a Mic- 
ape* al moan Pott StNng Pwo o M p» |M 

if p«WB rf turn 1 am N m> suns 


d hd pucmh nt* Km» ncrauatm on an 
vtm t, mm*) on mi a i* nm m en TSP on 
MWMrt Nttby 6 n ^B t»<rr«« 








% •' v 


’ f‘' .s* 6 ; ’ "i" 


FINANCIAL TIMES MONDAY JANUARY. 1 9 1998 . 


W hen shares in Boots, 
the UK retailer, fell 
6 per cent last Tues- 
day m response to 
its quarterly earnings, it is 
unlikely that the directors were 
unduly put out. Boots is a fanati- 
cal believer in value-based man- 
agement. It therefore reasons 
that short-term financial upsets 
scarcely matter: and indeed, that 
earnings are a pretty useless way 
of measuring value anyway. 

Boots was one of the earliest 
adherents of value-based manage- 
ment outside the US. Its chair- 
man Lord Blyth claims that with 
a few fellow-pioneers such as 
Lloyds Bank and the information 
group Reuters, it is still in a 
small minority. “Even today," he 
says, "‘you could list on the fin- 
gers of one hand, or at most two, 
the companies in this country 
which are genuinely managed for 
shareholder value." 

So what does Boots’ experience 
tell other companies? Its conver- 
sion to value-based management, 
in 1930. was scarcely to be 
envied, being a response to the 
damaging purchase of the retail 
group W3rd White (see below). 

.As defined by Boots, the guid- 
ing principle is simple: to maxim- 
ise. over time, the cashflow value 
of each of its businesses. That 
value is in turn determined by 
the excess of cashflow over the 
cost of capital. 

The principle is applied in 
some unusual ways. The group's 
sprawling main site outside .Not- 
tingham employs its own garden- 
ers. caterers and firefighters. In 
each case. Boots maintains, the 
decision was tested against its 
value-based model. 

The site's electricity conies 
from a power station built two 
years ago for £19m. The alterna- 
tives were to refit an older sta- 
tion for £llm, or take power from 
outside. When run through the 
model, the most expensive option 
showed much the highest dis- 
counted cashflow. 

Tne result was a slight dent in 
reported earnings. According to 
David Thompson, finance direc- 
tor, this is the test of commit- 
ment to value. "Most companies 
won’t accept that," he says, 
“because it damages the cosmet- 
ics of the earnings stream." 

The origins of Boots' own com- 
mitment lie in the late 1980s, 
when a handful of executives, 
including Mr Thompson, became 
intellectually drawn to the con- 
cept of discounted cashflow. 

Lord Blyth. who arrived as 
chief executive in 19S7. says he 
had been trained in the impor- 
tance of cashflow in his early 
days in the oil industry. But he 
was struck by the lack of infor- 
mation: Boots was only just 
beginning to distinguish the 
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B oots* 1989 acquisition of 
Ward White was 
controversial from the 
outset. At £900m. the price was 
equal to a third of Boots' own 
value. It was quickly apparent 
that Boots had overpaid. 

Faced with the same position 
today. Lord Blyth claims. Boots 
would still have pursued Ward 
White, whose broad retail 
portfolio - from paint to bicycles 
- seemed an answer to the 
supposed maturity of Boots' 
chemist shops. Value-based 
management, though, would 
have stopped it paying too much. 


Boots has learnt the value of looking behind the 
cosmetics of earnings figures alone, says Tony Jackson 

Registering the 
value of cash 
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cashflows from its individual 
businesses. 

Then came the Ward White 
debacle, and action became 
imperative. Boots turned to the 
US consultant Marakon. whose 
value-based management system 
was duly adopted. 

The system starts. Mr Thomp- 
son says, by analysing the com- 
petitive position according to the 
so-called “five forces’* of the Har- 
vard academic Michael Porter. 
That is then checked and re- 
checked in terms of its financial 
characteristics. 

“Through that process." he 


says, "you identify the five or six 
things which really' make a dif- 
ference to the business, and 
which of those are most capable 
of being levered by management 
Out of that come the alterna- 
tives." 

This last point is what Boots 
terms its secret weapon. Any pro- 
posal to the board, as in the 
power station case, must contain 
at least three alternatives. 

“The managers are clear." Lord 
Blyth says, “that they have a 
contract with me to maximise 
value, and that I will be dissatisf- 
ied if I only see one option. What 


we don't want is to be presented 
with chosen solutions graven on 
tablets of stone.” 

Given Boots’ length of experi- 
ence with the system, it is natu- 
ral to ask what problems they 
met along the way. The first. Mr 
Thompson says, was capturing 
hearts and minds. “We've had a 
lot of difficulty." he says, “with 
people within Boots who were 
brought up to believe in things 
like market share and sales per 
square foot." 

The difficulty is in inverse pro- 
portion to the success of the busi- 
ness. “If a business formula has 


From hindsight to forecasts 


“The strategic fit was perfectly 
sound,” be says, "but the price 
was delivered by a very 
inaccurate forecasting model. We 
could do our forecasts very much 
better today, because we are 
focused on how you create value. 

“Previously, we looked at the 
likely growth In the market, 
what share we could take of 
that, what it would deliver in 
earnings and whether the deal 
would be earnings neutral. 


Frankly, that was all we were 
bothered about." 

Now. Boots claims to care little 
about historic data. "We manage 
the business entirely through 
forecasts these days," Mr 
Thompson says, "and that means 
looking at the range of 
possibilities which might occur.” 

A crucial part Is studying the 
competitive forces in the market 
place, and the strengths and 
weaknesses of individual 


players. With Ward White, Lord 
Blyth says. Boots badly 
underestimated the ability of the 
dominant retailer in the UK 
do-it-yourself market to defend 
its position against Ward 
White’s DIY subsidiary. 

This approach is not unique to 
value-based management. But 
the system itself. Mr Thompson 
says, is nothing new. It simply 
brings together various 
managerial disciplines which 


worked for a number of years, 
it’s h uman nature to say if it 
ain 't brake, don’t fix it" 

But it is essential. Lord Blyth 
says, to apply the discipline with- 
out exceptions. “If you don’t pur- 
sue it absolutely from the top of 
the organisation down, it will 
fail. The buggers will always find 
a way to duck through a side 
.door if you give them half a 
chance." 

Boots originally planned to 
link senior managers' bonuses to 
the system after three years. In 
the event, it did so after one. 
"You need to get remuneration 
tied in very early.” Lord Blyth 
says. "Otherwise, you're sending 
conflicting messages.” 

Some other tips from the Boots 
stable: 

• Forget about budgeting. It rep- 
resents a rival approach to value- 
based strategic planning, and 
works on a shorter timescale. 

• Abandon resource allocation. 
The logic sap that if a proposal 
adds value, it should be pursued 
regardless of demands for capital 
elsewhere in the group. 

• Forget the distinction between 
capital and revenue expenditure. 
“Whether you’re b uilding a plant 
or investing in Christmas adver- 
tising,” Lord Blyth says, “it’s all 
cash, and requires a return." 

• Do not be diverted by 
short-term financial blips. The 
odds are they do not affect the 
future. “You may worry about a 
bad Christmas,” Lord Blyth says, 
"but you must not do anything 
which will jeopardise 1999.” 

• Remember that the key to 
shareholder value is giving inves- 
tors pleasant surprises. That. 
Boots say's, is bow it has man , 
aged to double its value in the 
past four years, while the market 
has only doubled in six. Those 
surprises mostly come from your 
best businesses. "If you look at 
the average media report on a 
company," Lord Blyth says, “you 
would infer management effort 
should be focused on fixing prob- 
lems. It should be focused abso- 
lutely on improving returns an 
businesses which are doing weD." 

• Be realistic about the fact that 
not everyone has the intellect to 
grasp the system. “We've come to 
understand." says Lord Blyth. 
"that at some point in the man- 
agement chain, you have to con- 
vert value creation into anal- 
ogues: contribution per square 
metre of store space, output of 
plastic bottles per machine or 
whatever. The trick is to make 
sure that the analogues are 
aligned with the basic principle." 

• Finally, accept that it is a very 
long process. “We're still only 
learning about this," Mr Thomp- 
son says. “We’re value- friendly. 
We’re by no means value- 
maximising." 


have been around a long time. 

Another such discipline is 
cashflow. In the aftermath or 
Ward White, Lord Blyth says, 
“we were obsessed with getting 
everything on to a cash flow 
managed basis; that and how to 
recover our position with 
institutional investors." 

The effect of a business 
blunder was to strengthen the 
case for change. “The upside of 
Ward White,” as Lord Blyth puts 
it “was having a bunch of 
people in the same place at the 
same time, all of whom believed 
the same things.” 
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A lesson in transactions 
from the wallet test 


H ow much will you pay me 
for the contents of my 
wallet? It would be sensi- 
ble to begin by consider- 
ing how much cash someone like me 
would be likely to have on them at 
any time. Fifty pounds, perhaps. So 
you should knock off a bit to com- 
pensate for the uncertainty and give 
you a margin for profit. Why don’t 
you offer £35? 

Some further thought - any fur- 
ther thought - should warn you that 
this is not a sensible proposal to 
make. If I accept your offer with 
alacrity, you can be sure that there 
is less than £35 in my wallet. If. on 
the other hand. I turn the offer 
down, then the likely reason is that 
my wallet has more than £35 in it. 
This is a no-win transaction for you. 
At any price at which I am willing to 
sell, you ought not be willing to buy. 

But no one. you might think, 
would be foolish enough to get 
involved in a financial transaction of 
this kind. After all. my example is 
simply a pointed demonstration of 
the first lesson in finance: do not 
buy a financial instrument from 
someone who is better informed 
about its value than you are. 

There is an elaborately docu- 
, mented modem theory of transac- 
| tions in markets subject to asymmet- 
I ric information which elucidates 
more clearly the problems which 
such issues raise. But the basic prin- 
ciples have been f amili ar for centu- 
ries, if not millennia. 

Still, these principles seem to be 
easily forgotten in every wave of 
speculative euphoria. They were for- 
gotten by Peregrine Securities when 
it bet the bank's capital in the reas- 
suringly named Steady Safe bus and 
taxi company in Indonesia. 

They were forgotten by western 
investors when they jumped into 
emerging market bonds. 
And by many of those who believed 
- no doubt correctly - that China 
and the countries around it 
are the wave of the future. 
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Michael Milkin made his reputa- from a diversified portfolio of junk 
tion. and his fortune, from a piece of bonds should be much the same as 
research which showed that the the return from a portfolio of blue 
extra returns from low-quality debt chips. 

were more than enough to conipen- Bat there are at least two possible 
sate for the additional risks sources of such systematic bias. If is 
involved. But the theory of markets likely that even a diversified port- 
subject to asymmetric information folio of junk bonds will be riskier 
would even then have explained why than a comparable portfolio of 
there was a crucial difference investment grade securities, and 
between the junk bond market he with greater risk comes greater 
analysed and the one he reward. To compare returns prop- 
invented. erly, they need to be adjusted for 

Traditionally, most junk paper differences In risk, 
was not intended to be junk. It was But there is another reason why 
debt incurred by the Russian gov- even risk-adjusted returns burn junk 
eminent when the — bonds may be 

S You should always ask 
e: Why a well-mformed exclude them- 
fs vendor is wining to 
ta- sell speculative paper for iow quality 

at that nrice P aper - regardless 

lad * of its price. After 

I y ail. that is what 

times. Such bonds the phrase "investment grade" 
a secondary market means: bonds that are acceptable 
who were more or to buy and you won’t be fired for 
orant about the like- purchasing them, even if they go 
ira of the Romanovs wrong. 

But if the security is below invest- 
ixpect the price of ment grade, everyone will find it 
lect a general expec- easy, in the event of failure, to be 
e market of the profa- wise after the event. Better not to 
iebt would indeed be have such securities in your portfo- 
vho were more than lio. And if demand for junk securi- 
istic would buy from ties is limited because, most invest- 
re more than aver- ing institutions stay away, the price 
Ic. If there were no will be lower and the expected 
5 in these expecta- rewards greater just as the profits 
! way in which the from brothel-keeping and drug- 
1, then the return dealing are greater than from 


power of the tsars ir_-« 

had seemed YOU SuOUll 

impregnable: Why a WB] 

securities issued ven A or U 

by companies vcuuur L 

with fine reputa- Sell SpeCUJ 
tions and credit 

ratings which had aL UA< 

subsequently 
fallen on hard times. Such bonds 
were traded in a secondary market 
between people who were more or 
less equally ignorant about the like- 
lihood of a return of the Romanovs 
to the throne. 

You would expect the price of 
such junk to reflect a general expec- 
tation within the market of the prob- 
ability that the debt would indeed be 
repaid. People who were more than 
averagely optimistic would buy from 
people who were more than aver- 
agely pessimistic. If there were no 
systematic bias in these expecta- 
tions. or in the way in which the 
market worked, then the return 


other businesses because many 
people are unwilling to engage in 
these professions, or are frightened 
off. 

The more recent market for junk 
Is rather different Issuing houses - 
like Drexel Burnham Lambert or 
Peregrine Securities - were selling 
paper that was junk from the day of 
its issue. Now there is a big differ- 
ence between buying junk in a pri- 
mary market and buying it in a sec- 
ondary market. 

It is one thing for you and me to 
trade paper whose value is contin- 
gent on the prosperity of the tsar. It 
is quite another to buy such securi- 
ties from the tsar himself. You 
should expect that he wffi be over- 
optimistic about his prospects of 
retaining the throne. And even if he 
is entirely realistic in his own per- 
sonal projections, you can be sure 
that he will be over-optimistic in 
describing them to prospective 
owners of his debts. " 

Which is why engaging tn such 
transactions is like buying the con- 
tents of my wallet. The asymmetry 
of Information between the parties is 
fundamental to the transaction, it 
may often be the main reason- why 
the transaction occurs. If you are 
tempted to buy speculative paper, 
you should always ask .why a well- 
informed vendor is willing to sell at 
that price. 

And that Is why there is rarely a 
sustainable market for securities 
which are priced to reflect their high 
risk. There are good reasons why the 
spreads on securities - may not 
exactly match the risks involved 
even in otherwise efficient markets. 
If you must back a horse, don’t bet 
with the trainer. Especially if the 
trainer’s horses are described as 
tigers. 

Thc author ts the Peter Moores direc- 
tor of the Said Business School at 
Oxford University and.a director of 
London. Economics. This column 
appears fortnightly. • 
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MARKETING AND MEDIA 


Building a name for yourself 

Norma Cohen on whether property companies can develop strong brands 

F rom sports shoes to accoun- 
tancy services to pop groups 
one thing really matters: 
brand name, it is the intan- 
gible that adds value to the good or 
service, an intangible increasingly 
being translated into a rash value in 
corporate balance sheets. 

But some goods and services have 
proved Impervious to branding 
efforts so far. One that stands out is 
property. 

Conventional wisdom in real 
estate has long held that buildings 
are successful or not according to 
their own merit. Properties are too 
distinct, too different from eacb 
other, to allow the growth of a brand 
Image. Properties are not fungible: 
even two identical b uilding s would 
have different values depending on 
their location. 

"There is no such thing as brand- 
ing in property," says Mike Slade, 
chief executive of Helical Bar, a UK 
property developer with more than 

30 years of experience. "1 defy you to Even those who do not think property can be branded agree that at least one name does amount to a property 

look at any out-of-town retail park brand: Paul Reichmann, developer of London’s Canary Wharf (left) and Toronto's One Canada Place 

and tell me who does what." Mr 

Slade argues that one shopping ccd- that property? And to whom is the aied with blue-chip properties that tenants of Security Capital's indus 
tre is much like another in construe- brand image directed? The ronsiimcr raise standards for buildings all trial warehouse properties ai*( 
tion and design. “Any branding is - the tenant, in the case of property around them. offered computerised inventory con 

that which the retailer who occupies - or the provider of capital on whom "Paul Reichmann is the mega- trol systems. These are designed tc 
the site brings," he says. the property company depends? brand,” says Philip Wright, global ensure that tenants never have t« 

Mr Slade’s view has been the pre- "Normally people talk ahout head of the shareholder value unit at send a truck out of the warehouse 
vailing one. And for good reasons. A branding in a consumer context,” Mr Price Waterhouse in London. “Reich- with less than a full load, 
quick look atthe portfolios of any of HaJgh says. "But there are other raunn says: *1 change the face of When an tenant wants a new 
the larger UK property comp anies contexts.” Business-to-business cities.’ In order to be a brand, it larger facility. Mr Saunders hopes he 
reveals assets so diverse they could branding, for example, is increas- must add value to the rental price," will first turn to Security Capital u 
belong to any developer. ingly important. says Mr Wright. In the case of the see whether stock is available. 

But property companies and their Stuart Upton, chief executive of Reiciunann developments, the qual- That is one way of adding valut 
advisers are be ginning to think more Stanhope, builders of the Broadgate ity of the properties increases rents, through a brand, says Mr Wright 
closely about bra n di ng . Stephen Bar- complex in the City of London and Jeremy Newsum, chief executive But, he argues, branding can have 
ter, head of consulting at chartered of the new development at Patemos- of Grosvcnor Estates, the company the same beneficial effect even wher 
surveyors Richard Ellis, says that ter Square, says he has attempted to that manages the lands of the Duke tenants are unaware of it. 
for the first time serious thought is develop a Stanhope brand. This is of Westminster, says: ”1 am abso- Providers of capital are equally 
being given to the issue. associated with the sense of commu- lutely convinced that there is such a appropriate targets of branding 

So long as property companies are nity generated by a certain style or thing as a Grosvenor brand name, according to Mr Wright. Foi 
seen only as packaged income office and retail complex that makes We’re spending quite a bit of time instance, investors associate Land 
streams, like government bonds, the people more comfortable in their thinking about what it is.” Securities, the UK's largest listed 

brand question does not arise. Once working environment. The company has recently made property company, with conserva 

they are viewed as companies, then Arlington Securities, one of investments in Asia in partnership live and judicious finance and 
the considerations that arise for, Britain's premier developers of busi- with some of the most prestigious investment. ChelsGeld is associated 
say. car manufacturers or cleaning ness parks, has striven for an investors there, a decision Mr with a more entrepreneurial style oi 
services, are relevant for them too. appearance of continuity throughout Newsum believes was aided by the management and development. In 
These include a manufacturing- its portfolio. Although individual Grosvenor brand name. “It's the her- that case it would be "the develop 
production capability, distribution, business properties are built for each itage, the quality of the assets, and meat potential of the company you 
marketing, sales and customer ser- customer, the company uses a short- the integrity of management that go would be branding”, be says. “The 
vice. Then branding becomes an list of suppliers of building materials into the brand." he says. provider or capital will pay for the 

issue. so that the range of building tiles, William Saunders, founder of New brand if he thinks he will get more 

"The point of branding is to iden- for example, on one estate is the Mexico-based Security Capital in the end for it." 
tify the particular thing you are sell- same as at the others. Each features Group, one of the US's largest prop But how much more is a subject oi 
ing in people's minds so that they a lake in the centre and the same erty companies, says the branding debate. Mr Haigh believes that, with 
remember it,? says David Haigh, approach to landscaping. is not in the property itself, but in property, added value from a brand 

managing director at Brand Finance. Even those who do not believe the service the operator wraps image is limited. "In most industries, 
a brand ..valuation company. “It property can normally be branded, around it there is an element of name recogni- 

should simplify the consumer’s deci- concede there is one name that does “Property is really a service indus- non that helps you to do more and 
sion-making process." amount to a brand: Paul Reichmann. try." be argues. His company’s strat- charge more for it In some indus- 

The question is: what exactly does The Canada-based developer of Bat- egy has been to offer a full range of tries, it's so obvious it's tangible," he 
it mean to be branded? The property tery Park City in New York and maintenance and support services to says. “In property, it probably is 
itself? Or the environment around Canary Wharf in London is associ- occupiers of its sites. For example, there, but much less so." 


Why customers are 
rocking in the aisles 

Richard Tomkins on how US retailers are 
extending their products to the in-store music 

Y ou like the bras- 
siere. ma'am? Then 
why not buy the 
CD?” 


that property? And to whom is the 
brand image directed? The consumer 

- the tenant, in the case of property 

- or the provider of capital on whom 
the property company depends? 

"Normally people talk ahout 

branding in a consumer context.” Mr 
Haigh says. "But there are other 
contexts.” Business-to-business 
branding, for example, is increas- 
ingly important. 

Stuart Upton, chief executive of 
Stanhope, builders of the Broadgate 
complex in the City of London and 
of the new development at Paternos- 
ter Square, says he has attempted to 
develop a Stanhope brand. This is 
associated with the sense of commu- 
nity generated by a certain style of 
office and retail complex that makes 
people more comfortable in their 
working environment. 

Arlington Securities, one of 
Britain's premier developers of busi- 
ness parks, has striven for an 
appearance of continuity throughout 
its portfolio. Although individual 
business properties are built for each 
customer, the company uses a short- 
list of suppliers of building materials 
so that the range of building tiles, 
for example, on one estate is the 
same as at the others. Each features 
a lake in the centre and the same 
approach to landscaping. 

Even those who do not believe 
property can normally be branded, 
concede there is one name that does 
amount to a brand: Paul Reichmann. 
The Canada-based developer of Bat- 
tery Park City in New York and 
Canary Wharf in London is associ- 


ated with blue chip properties that 
raise standards for buildings all 
around them. 

"Paul Reichmann is the mega- 
brand," says Philip Wright, global 
head of the shareholder value unit at 
Price Waterhouse in London. “Reich- 
raunn says: *1 change the face or 
cities.’ In urder to be a brand, it 
must add value to the rental price," 
says Mr Wright. In the case of the 
Reiciunann developments, the qual- 
ity of the properties increases rents. 

Jeremy Newsum. chief executive 
of Grosvenor Estates, the company 
that manages the lands of the Duke 
of Westminster, says: “2 am abso- 
lutely convinced that there is such a 
thing as a Grosvenor brand name. 
We're spending quite a bit of time 
thinking about what it is.” 

The company has recently made 
investments in Asia in partnership 
with some of the most prestigious 
investors there, a decision Mr 
Newsum believes was aided by the 
Grosvenor brand name. “It's the her- 
itage, the quality of the assets, and 
the integrity of management that go 
into the brand." he says. 

William Saunders, founder of New 
Mexico-based Security Capital 
Group, one of the US's largest prop- 
erty companies, says the branding 
is not in the property itself, but in 
the service the operator wraps 
around it. 

“Property is really a service indus- 
try." be argues. His company's strat- 
egy has been to offer a full range of 
maintenance and support services to 
occupiers of its sites. For example. 


tenants of Security Capital's indus- 
trial warehouse properties are 
offered computerised inventory con- 
trol systems. These are designed to 
ensure that tenants never have to 
send a truck ant of the warehouse 
with less than a lull load. 

When an tenant wants a new. 
larger facility. Mr Saunders hopes he 
will first turn to Security Capital to 
see whether stock is available. 

Thai is one way of adding value 
through a brand, says Mr Wright. 
But, he argues, branding can have 
the some beneficial effect even when 
tenants are unaware of it. 

Providers of capital are equally 
appropriate targets of branding, 
according to Mr Wright. For 
instance, investors associate Land 
Securities, the UK’s largest listed 
property company, with conserva- 
tive and judicious finance and 
investment. ChelsGeld is associated 
with a more entrepreneurial style of 
management and development. In 
that case it would be “the develop- 
ment potential of the company you 
would be branding”, he says. "The 
provider or capital will pay for the 
brand if he thinks he will get more 
in the end for it." 

But how much more is a subject of 
debate. Mr Haigh believes that, with 
property, added value from a brand 
image is limited. “In most industries, 
there is an element of name recogni- 
tion thai helps you to do more and 
charge more for it In some indus- 
tries. it's so obvious it's tangible," he 
says. “In property, it probably is 
there, but much less so." 


Y ou like the bras- 
siere. ma'am? Then 
why not buy the 
CD?" 

Most people are familiar 
with the kind of back- 
ground music that sublimi- 
naily sets the tone of shops, 
restaurants and other retail 
outlets, but few would have 
thought that anyone would 
want to buy an album 
of it. 

In the US. however, piped 
music CDs are becoming 
big business Growing num- 
bers of retailers are finding 
that customers enjoy that 
overhead sound so much 
that they actually want to 
hear it at home. 

One of the first retailers 
to make the discovery was 
Victoria's Secret, a lingerie 
corupanj' with nearly S00 
stores across the US. In 
1983. Victoria's Secret 
started selling compact disc 
and tape cassette compila- 
tions of the classical 
music playing In Its 
stores. 

To say the venture was a 
success would be an under- 
statement. Astonishingly, of 
the 11 classical albums in 
history that have sold more 
than Lm copies in the US, 
five are from the Victoria’s 
Secret collection. 

Other US retailers that 
have witnessed the Victo- 
ria's Secret phenomenon 
are now releasing their own 
albums, usually featuring 
edited highlights from 
the pop. rock or jazz 
music playing in their 
stores. 

Much of the music is 
“retro”, harking back to 
earlier eras. "Martini 
Lounge", the latest CD from 
Pottery Bam. a home fur- 
nishings chain, features 
tracks such as “Fever" by 
Peggy Lee and “Ain’t That 
a Kick in the Head" by 
Dean Martin. 

But some companies use 
more up-to-date material. 
The Guess? clothing chain's 
C-D, selling in its 80 US 
stores and through its web 



Keynote: furniture store Pottery Barn's latest offering 


site, features tracks by art- 
ists such as Blur. London 
Suede, Bomb the Bass and 
Hooverphonic. 

Old Navy- a clothing 
chain owned by the Gap 
group, has so many own- 
label titles in its stores - 
about 12. at the last count - 
that it has set up listening 
booths so that customers 
can sample them. Its CDs 
and tapes include rock and 
roll compilations, dance col- 
lections and Motown hits. 

S tarbucks, a big cof- 
fee bouse chain, has 
produced 16 jazz, 
blues and world 
music titles since March 
1995, and now has its own 
in-house music department 
to make CDs and back- 
ground music program- 
ming. But many other 
retailers hire AEI Music, a 
Seattle-based in-store music 
company, to do the work for 
them. 

Pam Melin. AEI's director 
of consumer products, says 
retailers have a strong 
incentive to sell own-label 
CDs because the albums 
carry profit margins of 70 
per cent or more and 
take up very little 
space. 

“But for many of our cli- 
ents, the margins are con- 


sidered secondary to the 
benefits of having their sig- 
nature sound in the custom- 
er's home." Ms Melin says. 
"It really is a unique way 
for retailers to extend their 
brand name and their brand 
identity into the homes of 
their customers.” 

One obvious reason why 
people buy these CDs is 
that retailers, knowing 
their customers' taste in 
clothes, find it easy to 
gauge their taste in 
music. 

People who shop in Gap's 
Banana Republic clothing 
chain, for example, are typi- 
cally baby boomers, so it is 
a safe bet that they will like 
the I9ti0s tracks by Lulu, 
The Troggs and Strawberry 
Alarm Clock on the store's 
"la the Mix" CD. 

In store CDs also make 
life easy for people who do 
not know what to buy when 
they enter a record store, or 
do not like visiting them at 
all. Ms Melin says. 

“It's a very comfortable, 
natural, impulse purchase 
to be in a clothing store 
buying a few tilings, see a 
CD at the point of sale, and 
say: ‘Wow, yeah, I enjoy 
the music that's playing 
in here. Wouldn't it be 
great to have that 
at home?’" 


Telemarketing hang-ups 

US phones are going unanswered. Victoria Griffith explains 

P amela D octers, a Rudy Oettmg. telemarket- Bank of New York, a heavy Ill-prepared telemarketers 
New Jersey mother tag consultant, predicts that telemarketer. botch tbe pronunciation of 

of three, doesn’t after years of tremendous While many people com- names and read in a mono- 
answer her tele- growth, the business may be plain about being disturbed tone from a prepared script. 


P amela Docters, a 
New Jersey mother 
of three, doesn’t 
answer her tele- 
phone most weekday eve- 
nings. She is avoiding the 
telemarketers. "That's when 
they figure you'll be at 
home,*' she explains. 

Lisa Waugh of CNN, the 
cable news station, says she 
and her husband have two 
telephone numbers - one is 
unlisted and given to friends 
and family, the other they 
do not answer. “People can 
leave a message If they need 
to," says Ms Waugh. “But 
it’s pice to avoid those 
pesky folks asking for 
money or trying to sell you 
something." 

Just as door-todoor sales- 
men were once . maligned, 
telemarketers are the new 
people Americans love to 
hate. Resentment has risen 
to such a point it may be 
threatening the industry. 


Rudy Oettmg. telemarket- 
ing consultant, predicts that 
after years of tremendous 
growth, the business may be 
reaching saturation in the 
US. “I think we’re nearing 
the point that a correction 
win be necessary," he says. 

If so, telemarketing will 
become a victim of its own 
success. In the US, where 
the industry is most estab- 
lished. consumers bought 
$174tm (£106. 7bn) in goods 
from telemarketers in 1996, 
compared with $ 1351m in 
1992, according to the Direct 
Marketing Association. 

Established telemarketers 
worry that numbers like 
these have attracted inexpe- 
rienced businesses into the 
arena. “There are a lot of 
questionable practices out 
there that have given tele- 
marketers a bad name," 
says Betty Sweeny, 
vice-president of new busi- 
ness development for the 


Bank of New York, a heavy 
telemarketer. 

While many people com- 
plain about being disturbed 
at home, most Americans 
have purchased at least a 
few products over the tele- 
phone. Telemarketers say 
the way pitches are made is 
key to success. “People 
make so many mistakes in 
this area," complains Joyce 
Covatto, president of Tele- 
tron, a big telemarketing 
outsource company. 

Common errors, say con- 
sultants, include calling the 
same person too many times 
and not knowing enough 
about the potential cus- 
tomer. “You should know 
the person's age, location 
and occupation wherever 
possible, so that you’re not 
offering a frequent-flyer 
credit card to someone who 
has never set foot on an 
aeroplane,” says Ms Cov- 
atto. 


Ill-prepared telemarketers 
botch tbe pronunciation of 
names and read in a mono- 
tone from a prepared script. 
Mr Oettjng says he received 
a call recently from a tele- 
marketer offering supple- 
mental medical insurance. 
When he said be already 
bad such coverage, the 
woman continued as if he 
had not spoken. “She should 
have asked me what product 
I was using and then 
explained how their product 
was superior,” says Hr Oet- 
ting. “She hadn't been prop- 
ped for my answer." 

Teletron puts customers 
into three categories: the 
alphas, people who are 
happy to receive calls; the 
betas, those who are 
annoyed but willing to lis- 
ten; and the deltas, those 
not open to telephone 
pitches. Says Ms Covatto: 
“Tbe deltas should be left 
alone." 
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Tim Jackson • On the Web 


Online translation free for all 


It is easy to 
make tun of 
the French 
politicians 
who rail at 
the Aaglocen- 
: trism of the 
web, but you 
can under- 
stand how. they feel. The 
. position of English in the 
struggle for linguistic pri- 
macy has been increased tre- 
mendously by the internet 
Even . the European Union, 

. formerly a bastion of Franco- 
phony, turns increasingly to 
En glish . . •; _ . . 

A. -helpful- defence for 
speakers of- other European 
languages was covered In 
this . column last year. 
Alepfrcom, a company based 
in San Francisco, maintains 
a stable of 3,000 freelance 
translators dealing in dozens 
of different language pairs 
who can turn around docu- 
ments by e-mail in hours to 
-clients worldwide. 

.But AJeph’s service offers 
little to the casual web sur- 
fer, frying to do research 
among the millions of 
English or tens of thousands 
of. other-language web page s, 

• Now tbae js an alterna- 


tive. AltaVista, the search 
engine service created by 
Digital Equipment launched 
an online translation service 
last month which is free. 
Accessible at 
ta.digita.Lcom, the service 
can translate text on the fly, 
back and forth between 
English and Spanish, Portu- 
guese, Italian, German and 
French, ft can translate 500- 
word gobbets of text that 
you cut and paste on to a 
web form. 

The translation is done by 
machine, using software pro- 
' vided .by Systran, a French 
company that mainly serves 
governments and large cor- 
porate clients. 

When I looked at the Fri- 
day aftemoon news from 
Agence Erance-Presse on the 
Le Monde web site (wunvJe- 
monde.fr), there was an 
interesting nugget from 
Baghdad. This is how it 
came out in . English: “L 
equips with experts of UNO 
directed, by the American 
Scott Ritter left Baghdad Fri- 
day ~ without to have 
achieved .-its mission, 
whereas two permanent 
Member States of the Secu- 
rity Council proposed to 


increase their participation 
in the missions of dfsarroe- 
ment" 

To anyone unfamili ar with 

machine translation, this 
may seem laughably lame. 
But it is not bad at all. 
"Disarm ement” was untran- 
slated presumably as it 
didn’t appear in the Systran 
dictionary: “whereas" was 
probably written as “while" 
by an Tfti gtish -g pp-aMng jour- 
nalist But the item la com- 
prehensible. It is clearly a 
useful service. 


T he idea of offering 
free machine trans- 
lation across the 
web came from 
Louis Monier, chief technol- 
ogy officer of AltaVista - 
nnd bare fruit in only three 
months when he was intro- 
duced to someone from Sys- 
tran. 

AltaVista has several good 
ideas for best use of the ser- 
vice. As well as translating 
technical papers and news 
bulletins, it recommends 
users to translate a query 
into another language, 
search for web pages in that 
language, and translate 
again. That allows users to 


study foreign-language sites 
in their own language. 

Systran’s alliance with 
AltaVista has two strong 
points. It brings the com- 
pany years of user feedback 
in only weeks. And the site 
promises revenue. Enterpris- 
ing webmasters have already 
put buttons on their web 
pages that generate auto- 
mated translations, without 
requiring the surfer to go to 
the AltaVista site and back. 

Then there is advertising. 
The going rate for page 
impressions varies between 
$10 and $100 per 1,000. If the 
service became popular out- 
side the English-speaking 
world, it may yield tens of 
thousands of dollars a day in | 
ad sales. ! 

The concern of Systran 
and other translation soft- 
ware companies must be 
that ad revenue will be 
dwarfed by the possible 
losses of sales of a desktop 
product But that is probably 
wrong. Instant, zero- cost 
translation makes the prod- 
uct available to millions of 
users who would otherwise 
never contemplate buying it 
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BUSINESS TRAVEL 


Travel Update • Roger Bray 


Future perfect 

Access to the internet and 
e-mail from bedrooms will 
be the single most important 
influence on business 
travellers in their choice of 
a hotel, a report predicts. At 
present, high-tech 
communications are not 
even ranked in their top 10 
priorities. The survey, 
conducted on behalf of the 
Inter-Continental hotel 
chain. Found the three most 
persuasive Factors at present 
were a quiet room, clean 
surroundings and control 
over room temperature and 
humidity, tn future, the 
report predicts, the safety of 


the hotel’s location, and the 
availability of non-smoking 
rooms will rank second and 
third respectively. 

Canada storms 

Following the recent ice 
storm in eastern Canada, 
travellers to Montreal 
should check the latest 
advice from the UK Foreign 
Office <w wv.fca.gov.uk;). 
Downtown Montreal has 
been badly disrupted, and 
many rural areas could be 
without power for several 
weeks. Life is almost back 
to normal in Ottawa, bat at 
the end of last week the 


capital's rail link with 
Montreal remained dosed. 

Heathrow link 

A new rail link between 
Heathrow Airport and 
London’s Paddington 
Station opens today. 

Journey time will be 30 
minutes to Terminals 1, 2 
and 3. and 35 minutes to 

Terminal 4. Called Fast 
Train, the service is free 
until Sunday night for 
anyone with a valid air 
ticket; alter that, a one-way 
fare of £5 applies. This is a 
truncated version of the 
long-planned Heathrow 
Express, which is scheduled 
to begin in June and take 
only 15 minutes. When the 


full service begins, trains 
will hm straight to the 
terminal. 

Electronic tickets 

British Airways is to 
introduce electronic 
ticketing far flights between 
the UK and Germany by the 
end of this month - its first 
offer of ticketless travel to 
destinations outside the DSL 
BA's partner, Deutsche BA, 
will provide the same 
service. Passengers carrying 
only hand luggage will be 
able to get boarding passes 
from machines at most of 
BA’s UK departure airports, 
as well as In seven airports 
in Germany - at Berlin, 
Frankfurt, Cologne, 


Munich, Dnsseldorf, 

Hamburg and Stuttgart The 
airline is expected to extend 
the option to Its French 
services to the next few 
months. 

Beirut stopover 

Business travellers keen to 
take a look at the 
r enais sance of Beirut are 
offered a one-night stopover 
by Middle East Airways. For 
$75 (£46). passengers flying 
to other destinations in the 
region can break their 
Journey and stay in a 
four-star hotel. Fares cover 
airport transfers and a 
choice between dinner or a 
visit to the theatre or 
casino. 


Debonair hub 

Low-cost carrier Debonair is 
to set up base in Calabria, 
southern Italy. On February 
1 it will start flights from 
Lamezia and Reggio to 
Turin, Bologna, Florence 
and Rome. Debonair's 
existing hubs are at 
London's Luton, Barcelona 
and Munich- Plans to 
construct a bridge linking 
Sicily with the Italian 
^ahilarid and the 

development of a seaport at 
GRria Tanro will lead to 
“unprecedented demand** 
for flights between north 
and south Italy, according 
to Franco Mancassola, 
chairman and chief 
e xe c u t iv e. 


Likely weather in the leading biisiness centres; . 



The crisis has made the region better value for visitors, says Amon Cohen 


The flip side of 
the Asian coin 



PSKB 

Seoul: foreign visitors may benefit from the financial crisis 


Why alliances are 
just the ticket 

Airline partnerships offer many benefits for 
their customers, argues Gillian Upton 


A sia's economic cri- 
sis is causing havoc 
right across the 
region. But some- 
one always seems to benefit 
from others' misfortunes: 
this time it is the turn of the 
business traveller. 

The cost of visiting the 
region is lower than it has 
been for years. British trav- 
ellers are doing best of all, 
thanks to the particularly 
strong performance of ster- 
ling. 

Few Britons in their right 
minds would have gone to 
Japan earlier in the 1990s 
unless their company were 
paying. Now. with the yen at 
about 215 to the pound, 
prices have halved since 
Lhree years ago. and Tokyo 
is In many respects cheaper 
than London or Paris. A sub- 
way ticket within the city 
centre costs the equivalent 
of 74 pence, while a 2km taxi 
ride costs £3.40. A set lunch 
is as little as between £3.00 
and £6.30. 

In some of the worst 
affected countries, western- 
ers are being helped not only 
by favourable exchange 
rates but by actual price 
cuts. It is reminiscent of the 
Gulf war period in Europe, 
with stories of travellers 
walking into hotels and 
haggling down the rate. 

Gavin Greenwood, senior 
Asia analyst at Control 
Risks Group, the security 
consultancy, cautions that 
hotels are trying to offset the 
damage by charging in US 
dollars. Guests should make 
clear when they arrive that 


they intend to pay in the 
local currency, he says. 

Tony Hughes, chairman of 
the Guild of Business Travel 
Agents, says a good deal can 
also be arranged from home, 
particularly for hotels In 
Hong Kong. South Korea. 
Thailand Indonesia and Mal- 
aysia. which saw frenetic 
hotel-building. The down- 
turn means there is a consid- 
erable over-supply of rooms. 

“Asian hotels are trying to 
maintain their published 
rates but a good corporate 
travel agent will be able to 
get you a deal behind the 
scenes." says Mr Hughes. 
After big increases over the 
past three years, even air- 
fares are starting to fall. 
"There has been a definite 
softening on certain routes." 
says Mr Hughes. “Hong 
Kong has decreased dramat- 
ically and Tokyo is also 
down.'' 

It may be cheap, but west- 
ern companies must decide 
whether it is worth visiting 
the Asia-Pacific region at 
all. Bankers are being kept 
busy with restructuring 
deals and some long-term 
energy projects have 
survived. But shrinking 
capital and depressed 
exchange rates make pros- 


pects grim for most export- 
ers. 

“Everyone in the region is 
scaling back, particularly to 
defence, civil engineering 
and property development." 
says Mr Greenwood, co- 
author of Outlook. Control 
Risks Group's annual secu- 
rity survey, published this 
week. “There may be cheap 
rooms but there may be no 
point in taking them.” 

Outlook also warns foreign 
companies based in the 
region to be wary of growing 
xenophobia. “Anger is [in 
part] likely to be directed at 


foreign or minority groups 
who appear to have bene- 
fited from the crisis or who 
are deemed responsible for 
imposing unpopular mea- 
sures to restore economic 
viability and confidence,” 
the report says. 

Mr Greenwood believes 
westerners will have the 
roughest ride in South 
Korea. “The Japanese are 
usually the betes noires of 
the Koreans. That could 
change if western companies 
go cherry-picking among 
Korean companies." says Mr 
Greenwood. 


“The Koreans quite rightly 
have a high self-regard for 
their economic achievements 
and they fear that every- 
thing they have built up is 
going to be taken over. They 
are tough people and are 
likely to prove so in retreat, 
so this is where westerners 
might feel uncomfortable in 
1998." 

Fortunately, discomfort is 
not likely to escalate into 
threats to personal safety. 
Violence in the region is 
more likely to be directed 
towards ethnic minorities, 
especially the Chinese, says 
Mr Greenwood. 

Nor does Mr Greenwood 
believe that western compa- 
nies will fall victim to arbi- 
trarily punitive actions. 
“The whole weight of the 
measures imposed by the 
likes of the International 
Monetary Fund is on the 
only way out being through 
exporting. That will be diffi- 
cult enough without harass- 
ing foreign companies." he 
says. “However, that may 
change during the eventual 
recovery phase when expec- 
tations are rising again." 

Visitors to the region 
should be sensitive to the 
effect of the crisis on their 
hosts, as the boot may yet 
return to the other foot, and 
be used to punish foreigners 
who exploited or offended 
the locals during the 
hard times. Says Mr Green- 
wood: “It would be counter- 
productive for business 
people to go to the region 
and try to rub anyone’s 
noses in It” 


L ast July a new kind 
of airline ticket 
office opened. The 
office, in London’s 
Conduit Street, is a shop 
window for Air Canada. 
Lufthansa. United and SAS. 
the four biggest partners in 
the Star Alliance, the travel 
industry's biggest airline 
grouping. The two remain- 
ing partners. Thai and Varig. 
have offices nearby. 

The opening represents a 
real consumer benefit If a 
traveller has a combination 
of flights, it provides one- 
stop ticketing. 

Before that office opened. I 
was as cynical as everyone 
else about airline partner- 
ships. A consolidation of air- 
line power did not augur 
well for the consumer. How 
could it? Dominant or 
monopoly positions in the 
skies would limit choice, as 
it would offer little opportu- 
nity for new carriers or 
existing airlines to compete 
with anything but a token 
service. Unprofitable routes 
would disappear and smaller 
carriers servicing them 
would go to the wall. .And 
business travellers would 
never see lower fares. 

Lower fares are taking a 
while to happen, but other 


benefits are obvious. Air- 
lines are now reaching more 
passengers in a more cost- 
effective manner, by using 
aircraft more efficiently and 
cutting costs from shared 
facilities, such as . joint 
sales offices. “The benefits 
on the costs for the air- 
lines are huge.” says Chris 
Tarry, transport analyst 

with Dresdner Klein wort 
Benson. 

Stephen Egli of Delta Air- 
lines believes there has been 
some movement on ticket 
prices. “The market dictates 
pricing so it's difficult to pin- 
point examples, but round- 
the-world feres are incredi- 
bly inexpensive and you can 
still pick up the frequent- 
flyer benefits.” 

I am still not entirely con- 
vinced, but I can see the ben- 
efits arriving. One of the 
most popular is the 
increased flexibility of fre- 
quent-flyer programmes, 
which means that points 
accrued on one partner can 
be used for benefits such as 
upgrades and free flights 
with the others. 

And because alliance part- 
ners are consolidating 
ground facilities, passengers 
are benefiting from develop- 
ments such as access to 


more lounges and through 
check-in and baggage trans- 
fers to the fmal desti- 
nation. 

Alliances did not get off to 
a good start, which has fos- 
tered their negative Image. 
Badly matched codeshare 
deals were struck, and the 
concept was not communi- 
cated well enough to passen- 
gers, who were often 
annoyed and occasionally 
shocked by the reality of the 
arrangement. 

Under codesharing deals, 
one airline can sell seats an 
another while maintaining 

its own code and flight num- 
bers. That is fine when the 
two airlines are of a compa- 
rable standard, but that has 
not always been the case. 

Emirates, for example, 
cancelled its codeshare with 
Cyprus Airways after com- 
plaints that the Cypriot car- 
rier's business class was not 
a patch on that of Emirates. 
Another short-lived link was 
the one between TWA, the 
US carrier, and Malev, the 
Hungarian airline. 

in the short term at least, 
business travellers will bene- 
fit from greater convenience 
and services. More pennies 
in their pockets, however, 
may take a bit longer. 
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LAUSANNE; 

The development o( Pcrirtiftsm *s 
tfw street of an exhftxtion 
opening oc Fnday at the . 
fonefafion deTHwimtage. . 
Tracing fte influence of Seurat 
on a whiaft-goneraljoft ofyoung 
palters, H includes more Than 
TOO works from puttfc ami 
private emotions in Europe and 


towing America, the Batbican's 
jrear-tang ceiabrattoftc^American 

cutajre, gets underway this week 
w^twoexhft M t i onsBfidacorH^ 
performance on Sunday cf Mtv\ 

Adams'3 Nocon in China. The two . 

.exhtoitJ qnsareathsplayofthe 
world's best customi se d Hgriey- 
Davkison motorcycles (above 
rigTiQ and a selection oJdecorativa 
arts from one of the oldest Shaker 
communities in the US. 



• The London Sintonletta’s 
30th birthday celebrations 
reach a climax this week with 
an BBott Carter programme 

tonight and a benefit gala on 
Saturday, featuring John 
Taverner's The Whale. 

The artistic riches of 
England's regional gaflerfes 
are the focus of an 


rivalled 
lection of 
rsian paintings, 
weflas - 
ghat, Ottoman 
19th century 
dtan works. 
Kevin Elyot 
author of 


1994's highly successful My 
Night with Reg, has the premiere 
of hfs latest play. The Day l 
Stood SNl. presented at the 
National Theatre's Coitestoe 
auditorium on Thursday. Ian 
FUckson, shortly to start work 
as artistic director of the 
Royal Court, directs. B 

The Royal 
I Shakespeare 
Company launches 
two of its most 

admired 1996 ” 

productions in London . * 

this week. Adrian * ’ jA 

Noble's production erf 
Cymbotiiw opens 
tomorrow set the Barbican ” 

Theatre. Katie Mitchell's two-part 
account of The Mysteries opens 
at the Pit on Wednesday. 

HELSINKI 

On Saturday, Osmo Vanska 


conducts the first performance in 
Helsin'iU this centuiyof SareBus's 
complete KareSa music. The 
concert by the Lahti Symphony 
Orchestra also includes extracts 
from the original and final versions 
| ■ of the Fifth Symphony. 

The venue is the 
Univershy Hafl. 
where the 
symphony 

premiered in 
191 S. 

J^. m§ GENEVA 

Jr ▼ A stage 

adaptation of 
WHFiam Golding's 
novel The Lord of the 
\ FUes opens tomorrow at the 
Comddie. It Is directed by Claude 
Scratz and designed by Ezio 
TcfloJurtj. with a French text by 
Olivier Chiacchiari. 



The 1998 Mozartwoche begins 
on Friday. This year's highlights 
include recitals by Murray 
Perahia and Cecffia Bartoh (left), 
and orchestral concerts 
conducted by Rattle and Muh. 

ZURICH 

John Eliot Gardiner (above) 


makes his debut in the Zurich 
Opera House on Wednesday 
with a new production of 
Weber’s Qberon, staged by 
Johannes Schaaf. 




A major new orchestral work by 
Sir Harrison Birtwistle is premiered 
on Thursday at Orchestra Hall. 
Daniel Barenboim conducts the 
Chicago Symphony Orchestra, 
and there are repeat performances 
on Friday and Saturday. 


Daniels Gatti's second 
production as music director of 
the Teatro Comm unale is Simon 

Boccarmgra, with Alexandra 

Agache in the title role and 
Barbara Fnttoll as Amelia. 
Pier'AHi's staging receives 10 
performances, starring on 
Friday. 



Petr Altrichter, left, and Safcari Qramo: their concerts last week with the RLPO and CBSO respectively threw up uncomfortable questions 

After the romance, the reality 

Andrew Clark reports on two new principal conductors with hard acts to follow 


M arry in haste. 

repent at leisure 
Two of Britain's 
orchestras have 
Just woken up to 
the fact that whirlwind musical 
romances do not necessarily 
translate into long-term compati- 
bility. When the City of Birming- 
ham Symphony and the Royal 
Liverpool Philharmonic Orches- 
tras began searching for a new 
principal conductor in 1996. both 
fell in love with unknown foreign 
suitors. Without further ado, Sak- 
ari Oramo and Petr Altrichter 
were chosen to succeed Simon 
Rattle and Libor PeSek. Last 
week, a different reality dawned. 

Oramo, a 32-year old Finn, 
returned to Birmingham on 
Thursday for his first concert 
since his appointment was 
announced 18 months ago. Bis 
performances of Mozart’s Sym- 
phony No. 39 and Sibelius's Sec- 
ond were so crude and immature 
that the CBSO players must be 
wondering what has hit them. It 
wasn’t just Oramo's inflexibly 
brisk tempos which grated. His 
Mozart was charmless, and he 
made the Sibelius sound like a 
Stalinist battle-hymn. 

The previpus^evening in Liver- 
pool, Altrichter conducted the 
UK premiere of a contemporary 
work by a Czech compatriot - a 
pointer to the kind of music be 
believes in. Zdanfik Lukas's Sixth 
Symphony, which is dedicated to 


Altrichter, turned out to be 
banal, derivative and trapped in 
a pre-1950 time-warp. 

These two concerts threw up 
all sorts of uncomfortable ques- 
tions. Does a Finn know instinc- 
tively how to interpret Sibelius? 
Is a Czech a failsafe guide to his 
country’s music? And are orches- 
tral musicians the best judge of 
their own long-term artistic inter- 
ests? In each case, when the new 
conductor was appointed, it was 
stressed that the choice reflected 
the unanimous wish of the 
orchestra. When Oramo first 
came to Birmingham, he had 
barely three years' podium expe- 
rience: three years to leap from 
his first down-beat to one of the 
hjghest-profUe conducting posts 
in Europe. Altrichter. a former 
chief conductor of the Prague 
Symphony Orchestra, has more 
experience than Oramo. but he 
has no manager, no record com- 
pany and no international profile. 

These issues must weigh 
heavily in Birmingham and 
Liverpool, both of which are 
emerging from a period of unbro- 
ken artistic development. This 
summer sees the end of Rattle's 
18 -year reign at the CBSO. a suc- 
cess story without parallel In 
British musical history. He may 
have been only 25 when he took 
on the job. but he had served 
useful apprenticeships elsewhere, 
he arrived when the the orches- 
tra was at a low ebb and, most 


important of all. he had cha- 
risma. 

No one wanted a Rattle done 
to succeed him. Where Sir Simon 
is a flashy dresser, Oramo looks 
bookish and bespectacled, with 
the platform manner of a bank 
manager. Where Rattle favoured 
Mahler, the Czechs and Poles, his 
successor is interested in Tchai- 
kovsky. mid-century English 
music and other repertoire long 
neglected in Birmingham. Rattle 
had his first orchestral experi- 
ences as a percussionist; Oramo 
is a former leader of the Finnish 
Radio Symphony Orchestra - 
with which he made bis sensa- 
tional conducting debut in Hel- 
sinki in 1993. standing in at short 
notice for an indisposed guest. 


T hey do, however, 
share an interest in 
Scandinavian music, 
and by beginning 
Thursday's concert 
with Magnus Lind berg’s Arena. 
Oramo served notice that he 
shares Rattle's commitment to 
contemporary music, and is an 
equally skilled exponent, hind- 
berg's restlessly inventive scare 
came - across with unexpected 
warmth and luminosity. 

Judging by his Mozart, the 
classical repertoire is where 
Qramo has least to offer. The 
Andante was unrecognisably 
fast, the finale frenetically over- 
conducted: I cannot recall a Moz- 


art performance as ugly and 
shapeless. Worse was to come in 
the Sibelius. The slow movement 
sounded like a scherzo, with clip- 
ped phrase-ends and scrabbled 
rhetoric; and his glib treatment 
of the finale's climaxes robbed 
the music of nobility and tension. 

Perhaps Oramo was nervous; 
perhaps he will come good - but 
this encounter suggests Birming- 
ham may soon find itself hitting 
the ground with a bump. The 
Rattle factor will take time to 
wear off: in the next six months, 
the CBSO tours to Vienna, Japan 
and the US, and gives a Beeth- 
oven cycle at the Salzburg festi- 
val. before returning home for Sir 
Simon's valedictory perfor- 
mances of Mahler's Second Sym- 
phony. The autumn opening of 
the CBSO's £5m administrative 
and rehearsal home marks a fur- 
ther stage of development. 

Beyond that, Birmingham’s 
artistic fortunes are uncertain. 
Not only does the CBSO have an 
new, untested conductor, alter 
two decades of enlightened local 
authority support, it is also 
beginning to feel the financial 
squeeze. Such problems are old 
hat for the Royal Liverpool Phil- 
harmonic, whose local authority 
grant is less than five per cent of 
the CBSO’s. That goes a long way 
to explaining the KLPO's El. 3m 
deficit. Despite this, the orchestra 
has a stable operating basis, 
thanks to the support of Liver- 


pool’s business community and 
its ownership of Philharmonic 
HalL But the deficit discourages 
risk-taking - a fact reflected in 
the RLPO’s programmes. 

When Altrichter took up his 
appointment in September, many 
questioned the wisdom of replac- 
ing PeSek with another Czech. 
The move is not as odd as it 
seems. They have contrasting 
interests within the Czech reper- 
toire, and where Pefiek favoured 
Mahler and French music, Altri- 
chter tends towards the classical 
and Russian repertoire. His 
choice of the symphony by Lukas 
(b.1928) may raise doubts about 
his musical taste, but at least he 
has plenty of repertoire under his 
belt. Judging by the Schubert 
Rosamunde overture which 
opened Wednesday's concert. 
Altrichter knows how to commu- 
nicate bis enthusiasm, and his 
accompaniments for Peter Dono- 
boe in Brahms's First Kano Con- 
certo were colourful and refined. 

The problem for Liverpool is 
one of image. Pesek was not just 
a fine musician; he oozed charm. 
Altrichter is going to be difficult 
to market - and in an age where 
conductors are expected to proj- 
ect the public face of their 
orchestras, that will have impli- 
cations for the RLPO. After a 
decade of international exposure, 
it looks as if Liverpool, like Bir- 
mingham, must steel itself for 
less exciting times. 
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■ AMSTERDAM 

EXHIBITIONS 
Stedelijk Museum 
Tet 31-20-5732911 \ . 
www^tedeffjknl 
Malevich: Works on Paper from 
the Khardzhiev Collection 
Exhibited for ifae First Time. 79 
drawings in -pencil; chalk,- • 
gouache, ihk and watercolours. 
Spanning jalmost the whole of the 
' artist’s career; to Jan 25 - 

■ BERLIN 

DANCE - 

Staatsoper imtar deh Linden 

Tel: 49-30-2035 4555 
mmstaatsoper-berfin.org 
Swan Lake; new staging by 
Patricia Bart/wftfi designs by 
Luisa SpipateUi;. Jan 23 

■ CHICAGO 

CONCERTS.?. 

Orchestra HaU 
Tet 1-312-294-3000 
'^h^.chicagosyir^mriy.org 
• Chicago Symphony * - 


V/ ti ! » .# ■» **., 


Orchestra: conducted by 
Christoph Esc hen bach in works 
by Mendelssohn. Mozart, R. 
Strauss and Gorigliano. With 
soprano Renbe Fleming; Jan 20 

• Chicago Symphony 
Orchestra: world premiere of Sir 
Harrison Birtwistle's Exody, 
conducted by Daniel Barenboim. 
The programme is completed by 
Beethoven's Violin Concerto In D 
Major, with soloist Itzhak 
Perlman; Jan 22. 23 , 24 

m COPENHAGEN 

EXHIBITIONS 

Louisiana Museum of Modem 
Art, Humtebaek . 

Tel: 45-4919 0719 
www.touisjana.dk . 

• Francis Bacon: this first major 
retrospective of Bacon to be 
mounted in Scandinavia will ' 
include loans from around the 
world; opens on Friday 

• The Louisiana Exhibition 1997: 
New Art from Denmark and 
Scania. This first of a planned . 
series of shows which will 
present contemporary work . from 
the region contains new works • 
by around 50 artfets; to Feb 8 

■ GLASGOW 

EXHIBITIONS 
Burreti Collection 
Tef: 44-141-649 7151 
SirJohn Lavery (1856-1941): The. 
Irish Glasgow Boy- Highlights 
Include “The Tennis Party” 

(1 885),' “State Visit of Queen 
Victoria to the Glasgow 
International Exhibition" (1888), 
and major portraits in which the 
influence of Whistler is dearly 


visible; to Jan 25 


■ LONDON 

CONCERTS 
Barbican HaH 
Tel: 44-171-638 BB91 
London Symphony Orchestra: 
Shelf LSO 21st Anniversary 
Concert. Conducted by Elgar 
Howarth in works by 
Mendelssohn, Jacobs, Cashian 
and Britten; Jan 21 

Queen Elizabeth Hall 
Tef: 44-171-928 8800 

• London Sinfonietta: Elliott 
Carter at 90. Oliver Knussen 
conducts a programme of works 
by Carter, including the UK 
premiere of his Clarinet 
Concerto. With soloist Michael 
Collins; Jan 19 

• London Sinfonietta: 30th 
Birthday Benefit Gala. Including 
two world premieres, and John 
Tavener's The Whale. Markus 
Stenz conducts; Jan 24 

EXHIBITIONS 
National Gallery 

. Tel: 44-171-839 3321 
Recognising Van Eyck: bringing 
together several rare works by 
the 15th century Netherlandish 
master alongside other works; to 
Mar 15 

OPERA 
Barbican Hail 
Tel: 44-171-638 8891 
Nixon in China: the London 
premiere of Adams- opera is the 
opening concert of the “Inventing 
America" festival. Kent Nagano 
conducts the London Symphony 
Orchestra; Jan 25 


Shaftesbury Theatre 
Tel: 44-171-379 5399 
The Royal Opera: Le nozze df 
Figaro, by Mozart Conducted by 
Charles Mackerras, with designs 
by Peter Pabst; Jan 19, 21, 22, 
23, 24 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Franz WeJser-M6st 
in works by Mozart and 
Bruckner, Jan 22, 23, 25 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 

www.laopera.org 

Salome: by R- Strauss. Revival of 
Sir Peter Hall's celebrated 
production. Conducted by 
Richard Hickox, with Hildegard 
Behrens in the title role; 

Jan 21,24 

■ MILAN 

OPERA 

Teatro alia Scala 
Tel: 39-2-88791 
II Cappello dl Paglia di Firenze: 
by Rota. Conducted by Bruno 
Campanella in a staging by Pier 
Luigi Pizzi; Jan 20, 23, 24 

■ NEW YORK 

CONCERTS 

Avery Fisher Hall, Lincoln 
Center 

Tet: 1-212-875 5030 
• Israel Philharmonic Orchestra: 


conducted by Kurt Masur in 
Beethoven's Symphony No. 9; 
Jan 21 

• New York Philharmonic: 
conducted by Leonard SJatfan In 
works by Mozart, Bernstein and 
Corigliano. With soprano 
Kathleen Battle; Jan 20 

• New York Philharmonic: world 
premiere of Zom's Orchestra 
Variations, conducted by Leonard 
Slatkm. Programme also includes 
works by Sch Liman, Schwantner 
and Copland. With percussionist 
Christopher Lamb; Jan 22 

EXHIBITIONS 

Metropolitan Museum of Art 
Tet 1-212-879 5500 

www.metmuseum. org 
John La Farge: more than 30 
paintings and stained glass 
windows by the 19th century 
American; to Jan 25 

Museum of Modem Art 

Tel: 1-212-708 9480 

www.moma.org 

On the Edge: Contemporary Art 
from the Werner and Elaine 
Dannheisser Collection. More 
than 80 works by artists 
Including Tony Cragg and Cindy 
Sherman; ends tomorrow 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tef: 1-212-362 6000 

wwwJnetopem.org 

• Capriccio: by R. Strauss. New 
production by John Cox, with 
sets by Maura Pagano; Jan 21 

• La Cenerentola: by Rossini. 
New production conducted by 
James Levine in a staging by 
Cesare Uevl, with designs by 


Theatre / Alastair Macaulay 

How Amy grows 


W hen David Hare's 
Amy's View was 
new at the National 
Theatre in 1997, 
Jndi Dench’s performance as 
Esme was the greatest 
performance by an actress to be 
seen in London ah year. Now 
that Richard Eyre's production 
has transferred to the Aldwych 
Theatre, her performance is yet 
greater. The performances by the 
rest of the cast have grown too - 
above all Samantha Bond's as 
Amy, Esme’s daughter. And the 
best news of all is that the play 
seems also to have grown. 

It is still true that Amy's View 
has faults, some of which 
become more nagging in 
recollection than at the time one 
experiences the play; but to be 
nagged by them is also to be 
excited by the play Amy's View 
wants to be, and to feel just to 
how great a degree it succeeds. I 
have now seen it three times, 
loving it better each time. 

To sense the glaring faults of 
something and still to love its 
virtues is, in fact, to be very 
close to the heart of what Amy's 
View is all about Esme is a 
middle-aged actress (funny and 
scathing, obdurate and tender, 
myopic and shrewd; who, for 
three of the play's four acts, 
embodies and espouses ail the 
lovable theatricality of 
upper-middle-class England 
itself, its mixture of charming 
social facade and laughing ironic 
detachment 

Dominic, her young son-in-law 
(or, for the first two acts, her 
daughter's lover), is an outsider 
to all that A handsome and 
tough-minded media personality 
(as he soon becomes after Act 
One), he is ready to expose all 
the cosiness and double values of 
Esme’s lifestyle; and his very 
readiness to debunk anything to 
established art or society is 
something that Esme is quick to 
oppose with equal scorn. Amy, 
who loves them both and is torn 
apart by their increasing 
hostility to each other, tries in 
vain to make them at least talk 
and spend time with each other. 
Or (see Act Four) perhaps not to 
vain. 

Once you are caught up in the 
bitterness between Esme and 
Dominic, and to Amy’s pain, you 
are caught op to a drama - 
uncompromising honesty or 
loving reconciliation? - close to 
that of Motive's The 
Misanthrope. But yon are also in 
quintessentlally David Bare 
terrain. Bow many of his past 
characters have been dissenters, 
and bow many of his previous 
dramas have been about the 
p ains of compromise! 

But I think Amy's View is an 
advance on any of his earlier 
work in one important respect, 
and tbat is to its richness of 


Maurizio Bale; Jan 20, 24 

■ PARIS 

CONCERTS 
Salle Pie yel 

Tef: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Gilbert Varga in works by 
Strauss, Kane hell and Dvorak. 
With cellist Mstislav 
Rostropovich; Jan 21, 22 

Theatre des Champs Eiysees 
Tel: 33-1-4952 5050 
Russian State Symphony 
Orchestra: conducted by 
Evgueny Svetlanov in works by 
Sibelius and Stravinsky; Jan 20 

EXHIBITIONS 
Musde du Louvre 

Tel: 33-1-4020 5151 

www.louvrB.fr 

Pajou, sculpteur du Roi: first 
retrospective devoted to works 
by the French sculptor 
(1730-1809). a favourite of Lous 
XV and Louis XVI; ends today, 
then travelling to New York 

■ ROME 

EXHIBITIONS 
Musei CapitoEni 
Henri Matisse: more than 200 
works are included in this major 
exhfoition, which aims to 
demonstrate the profound 
influence of Oriental art upon the 
great modernist; ends tomorrow 

OPERA 

Teatro deO’ Opera 

Te/: 39-6-481601 
www.themix.lt 

Le Nozze di Figaro; by Mozart 


texture. The sheer domestic 
tension of mother-in-law versus 
son-in-law is so real; and yet 
Hare easily places It within a far 
larger socio-political climate 
(unplanned pregnane)': live 
theatre vs film and TV; callow 
TV arts criticism and hospital 
soap-operas; opening the fete in 
one of London's Home Counties 
dormitory villages; unlimited 
personal liability in membership 
or Lloyds; tbe truth and artifice, 
the pretentiousness and sincerity 
of theatre) in whose details it is 
a great pleasure to be absorbed. 

OK, let me toucb quickly on 
the play's flaws. Hare has a 
terrible trick here of disclosing 
to the aodience (usually for 
comic effect once for tragic/ 
melodramatic effect) information 
halfway through a scene that 
everyone onstage has known 
since curtain-rise. Amy really 
is not the loving daughter she 
is made oat to be: the fact 
that she has not spoken for sL\ 
painful months to her mother 
before Act Three is vitiated by 
tbe fact that in Act One it is 
already painfully obvious she 
knows precious little of ber 
mother’s current career and life. 
And, worst, Dominic is less a 
character than the mere negative 
to Esme’s positive. It Is ludicrous 
that anyone, least of all his 
future wife and mother-in-law, 
should label as an “intellectual" 
or “critic" this intellectually 
incurious, ill-educated, shallow 
charcoal sketch of a man, so 
flimsy beside tbe oil-painting 
than is Esme. 

I must add, however, tbat 
Dominic nonetheless goes a 
greater personal distance by 
the end than the actor Eoin 
McCarthy reveals. Though 
McCarthy has brought more 
force to Dominic’s arguments, 
and though he has the good 
looks and anger for the role, he 
has too monotonous and callow a 
method to put serious flesh upon 
the bare bones that Hare has 
given him. 

Christopher Staines is 
outstanding as the young actor 
Toby; just how his scenes with 
Esme become the most affecting 
part of the play is impossible to 
explain, but they are. Ronald 
Pickup as Esme’s suitor Frank 
(oh! his line on Dr Zhivago and 
criticism) is superb, and Joyce 
Redman does wonders with 
Evelyn. As for Dench and Bond, 
their performances are the best 
examples today before the 
British public of bow great 
acting can make a world 
onstage real and, further, can 
take the audience along a large 
and rich journey. It is easy to 
find fault with Amy's Mew; but 
the best way of praising it is to 
see just how much these actors 
make of it. 


Production for the Teatro 
Comunale in Florence by 
Jonathan Miller. Conducted by 
Hans Graf; Jan 22, 24, 25 

■ TORONTO 

OPERA 

Canadian Opera Company, 
Hummingbird Centre 

Tel: 1-416-363 6671 
Hansel and Gretei: by 
Humperdinck. New production, 
previously seen in the US, 
designed by Maurice Sendak and 
directed by Frank Corsaro. The 
conductor Is Randall Bebn Jan 
23, 25 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio tor 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday, GMT: 

0&30: Money line with Lou Dobbs 
1&30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20; 1V20\ 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Mark Gay of FTTV 
reports live from L1FFE as the 
London market opens. 
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COMMENT & ANALYSIS 



Philip Stephens 


Intellectual gulf 

Outsiders are obsessed with the perils of Europe's single 
currency; insiders are working out how it will change things 


T he euro is ail but 
upon us. The Janu- 
ary 1999 starting- 
date is a mere tech- 
nicality. We will have con- 
firmation by the spring: of 
the number of countries 
participating. It is unlikely 
to be fewer than II. Once 
they have taken their place 
on the starting grid, eco- 
nomic and monetary union 
will be a reality. 

The Anglo-Saxon reflex is 
to foresee catastrophe. This 
is an enterprise that Britain 
never wanted and the US 
□ever troubled to under- 
stand. It would be curious if 
either now gave it their 
blessing. From policy- 
makers in Whitehall and 
the Bank of England we are 
offered an interminable list 
of the snares and pitfalls. 
Warnings from luminaries 
on the other side of the 
Atlantic have been posi- 
tively funereal. Europe's 
economies are already scle- 
rotic. Emu invites famin e, 
pestilence and war. 

The assumption, shot 
through with Anglo-Saxon 
arrogance, is that among 
those committed to this 
project there is no debate of 
its consequences. They are 
blinded by dogma. Govern- 
ments in Bonn. Paris, Rome. 
Madrid and the rest will not 
confront the issues because 
to do so would be to admit 
the horrors that lie ahead. 

The truth is otherwise. 
There is a debate among its 
authors about the single 
currency. But it is one that 
simply does not connect 
with the dialogue in the 
Anglo-Saxon world. While 
the cleverest minds in Lon- 
don and Washington focus 
obsessively on the dangers, 
those on the other side of 
the English Channel con- 
cern themselves with how it 
will remould the contours of 
their continent. 

To the outsiders, the 
enterprise is a perilous 
excursion into the 
unknown. The door to Emu 
opens on to the edge of a 
cliff. To its prospective par- 
ents. the single currency 


represents another stage, 
albeit imprecisely mapped, 
of a long-established jour- 
ney. It is hardly a surprise 
then, that the two sides talk 
past each other. 

I make these observa tions 
□ot as a persuader for Emu. 
You do not have to have 
hang-ups about national 
sovereignty to think the 
European Union's energies 
could have been better 
directed in the aftermath of 
the fall of the Berlin wall. 
And I. too. glance at the 
high levels of unemploy- 
ment. the deflation wrought 
by efforts to meet the Maas- 
tricht criteria, and the pros- 
pect of a one-size-fits-all 
monetary policy and won- 
der whether it can work. 
That, though, is no longer 
the point. 

The gulf between the pro- 
spective insiders and the 
outsiders was brought home 
to me at a weekend gather- 
ing of the Franco-British 
Colioque. The Colioque was 
the idea of David Simon 
long before he left the helm 
or British Petroleum to join 
Tony Blair's government. 
Sir Christopher Maliaby. a 
former ambassador in both 
Paris and Bonn, now bolds 
the British reins. On the 
French side it is run by 
Jean-Louis Bella, president 
of Saint-Gobain. Over the 
years, the Colioque has 
developed as a vital forum 
for the two countries' politi- 

The assumption, 
shot through with 
Anglo-Saxon 
arrogance, is that 
among those 
committed to the 
Emu project there 
is no debate of its 
consequences 


cal and business elites. 

It would be misleading to 
say that the French repre- 
sentatives at this latest 
meeting were entirely 
immune to Anglo-Saxon 
scepticism. There was much 
straight talking about the 
risks to the euro zone econ- 
omies of asymmetric 
shocks. French industrial- 
ists and policymakers were 
candid also about the link 
between excessive social 
costs and regulation and the 
country's high unemploy- 
ment - even if they gently 
reminded their British hosts 
that France's tradeable 
goods sector has never been 
more competitive. 

Their conclusion, though, 
is that these are supply-side 
problems to be tackled 
inside Emu. In macro- 
economic management, the 
single currency represents 
continuity rather than dislo- 
cation. As one of France's 
most influential policy- 
makers remarked, seven of 
the prospective members 
have been running a single 
monetary policy for the past 
11 years. 

For Germany, France, the 
Benelux and Austria, the 
euro represents the 
exchange of wedding rings 
between partners that have 
long been cohabiting. As for 
high unemployment, it is a 
problem demanding micro 
rather than macro-economic 
solutions. Greater transpar- 
ency in labour and product 
markets will hasten the pro- 
cess of structural reform. 

In this analysis, the tradi- 
tional British concern that 
the single currency is the 
precursor to a united states 
of Europe is also wide of the 
mark. Britain tends to see 
political union in terms of 
the construction of new fed- 
eral institutions. For its 
continental partners, it is 
much more about process 
than architecture. If one 
looks at the complex of 
mutual obligations to which 
the prospective participants 
have signed up, political 
union is integral to Emu. 

Here I think, many have 


underestimated the role of 
the prospective club of sin 
gle currency finance minis- 
ters. Mr Blair has extracted 
reassurances that Britain’s 
voice will still be heard. 
Bonn has said the club can- 
not challenge the indepen- 
dence of the European cen- 
tral h ank . 

These supposed con 
s train ts will not stop Euro-X 
from developing into one of 
Europe's most powerful 
institutions. Formally or 
informally, it will intensify 
and extend the process of 
policy co-ordination. Taxes 
and social costs may not be 
harmonised, but new frame- 
works will he established. 
The central bank needs this 
political counterpoint. The 
future of Emu will depend 
as much on decisions taken 
by governments as on the 
euro interest rate. 

In the US. Alan Green- 
span, chairman of the Fed- 
eral Reserve, sits down to 
breakfast every week with 
Robert Rubin. US Treasury 
secretary. Before long 
Euro-X will elect a chair- 
man to sit down likewise 
with the head of Europe’s 
central h ank. 

There will be a similar 
political role to be played 
within international institu- 
tions like the Group of 
Eight and the International 
Monetary’ Fund. And here, 
Euro-X will challenge US 
hegemony. Europe's four 
largest nations have collec- 
tively contributed as much 
as the US to the interna- 
tional rescue operation for 
South Korea. But the terms 
have been written entirely 
in Washington. That will 
change when the euro bloc 
speaks with a single voice. 

In all this there are still 
great uncertainties. Euro-X 
offers only a partial answer 
to the serious questions of 
political legitimacy raised 
by the single currency. For 
Anglo-Saxons, though, the 
moment is fast approaching 
to stop explaining why Emu 
cannot work and to start 
thinking about how it will 
change things. 


Coming soon 
on a screen 
near you: 

FT comment: 


Each weekday on CNN International 

Financial Times Television brings to the 
world’s widest business audience live daily 
commentary. 

Times to note: 

0820 GMT. As the London market prepares 
to open. Mark Gay reports from LIFFE. 
Europe's leading Futures Exchange. 

1930 GMT. On World Business Today, the 
market leader for investment professionals, 
the FT's Nicholas Leonard analyses 
Europe's top equity market stories. 


Each day on the World Wide Web 

Comment in audio and vision from 
Financial Times special correspondents and 
experts including Steve Thompson, 
Financial Times UK Stock Market Editor; 
Philip Coggan. Financial Times Markets 
Editor. European Business Brief with Ros 
Childs: and markets analyst Nicholas 
Leonard. Plus interviews with industry 
leaders. 

This week Don Cruickshank on the 
millennium bug. 

For a full daily schedule of reports log on 
to FT.com 



FT 


dumber One SouthwaricBrid^ 

We are keen ro encourage letters ffom _ readm around the wodd. 

to “fine*), ejmik ierrersednor^' ’ 

Translation may 


‘Arrows in the back’ only for 
those facing the wrong way 




From Ms Teresa 
WyszomierskL 

Sir, Contrary to Robert 
Denham's eulogy bemoaning 
the fall of junk bond pio- 
neers Peregrine and Drexel 
(‘'Pioneers fated to bite the 
dust", January 15), legiti- 
mate pa thfin ders do not “get 
arrows in their backs” 
unless they are facing the 
wrong way. Indeed, these 
firms took two wrong turns 
that proved their ultimate 
undoing. 

First, they simply under- 
wrote deals that were so 
dodgy that no viable second- 
ary - market for them could 
develop. By the time Drexel 


folded in 1990. the number of 
dealers and investors partici- 
pating in the junk bond mar- 
ket was legion. However, 
many bankers refused to 
trade Diesel's deals because 
they contained too many 
legal idiosyncrasies and 
were the product of poor due 
diligence. 

When Drexel fell, there 
was a ready market for high 
quality papa* like RJR/ 
Nabisco, even among non- 
traditional junk bond play- 
ers. Not so for “real junk”, 
like Peregrine's “Steady 
Safe” underwriting. 

Second, both Peregrine 
and Drexel exhibited a lack 


of prudential judgment that 
beUed their reputation for- 
market sophistication. Pere- 
grine irresponsibly risked ■ 
about a third of its capital in 
the inaptly namM “Steady ' 
Safe*. Drexel’s crirnmal 
record speaks far itself . . 

It is true that both Pere- . 
grime and Drexel deserve 
credit for their pioneering 
efforts in high yield bonds. 
However, both firms foiled 
because neither was a 
“straight arrow”.. 

Teresa Wyszanrierskt 
61-37 56th Avenue, 

Maspeth, New York 11378, 
US 


Anything but ‘gadfly governance role 


From Ms Anne Simpson. 

Sir. Lex argues ("Corpo- 
rate governance", January 
14) that mainstream institu- 
tional Investors should take 
an active role in improving 
corporate governance at UK 
pic, but takes a swipe at 
“gadfly organisations” like 
Pirc. This is a specious dis- 
tinction. Pirc's clients are 
long-term institutional 
investors with assets well in 
excess of £150bn ($245bn). 
They vote regularly, scrutin- 
ise management proposals at 
meetings, have detailed 
negotiations with companies 
and. when necessary, are 
prepared to take the initia- 
tive to improve standards of 
corporate governance. 

This is surely just what 
Lex is calling for, and 
exactly what the National 
Association of Pension 


Funds would like to see 
more of its members doing. 

Anne Simpson, 
joint managing director. 
Pensions & Investment 
Research Consultants, 
145-157 St John St, 

London EC1V 4QJ, UK 

From Councillor Alec 
Kellmcay. 

Sir, "Has the threat of leg- 
islation succeeded in galvan- 
ising UK institutional share- 
holders into activism?”, asks 
Lex (“Box tickers, arise"). 
The article proceeds to 
praise “mainstream inves- 
tors, rather than . . . gadfly 
organisations such as Pirc”. 

I serve on the investment 
subcommittee of a local 
authority pension fund, 
which manages funds of 
almost £25Qm - surely a 


mainstream investor. The 
local authority has long been 
a subscriber to Pensions 
Investment Research Consul- 
tants (Pirc), alongside many 
other councils and fund 
managers. Yet even at a pen- 
sions conference last week I 
heard some experts still 
arguing for light-touch regu- 
lation of the proposed new - 
“stakeholder pensions”. Is 
this complacency or sheer 
arrogance of the pensions 
“establishment'’ in continu- 
ing to argue for self regula- 
tion? Until the industry; 
really does pat its house in 
order, then independent - 
organisations such as Pirc 
will be very much needed. 

Alec Kellaway, 

Newham Council, 

Town Hall, East Ham, 

London E6 2RP, UK 


Page first turned in earlier Italian era 


From Dr I da di Pietro. 

Sir, I was surprised to read 
in your article ‘‘Communist 
newspaper turns a page” 
(January 10-11) the sentence: 
“In the 1980s came La 
Repubblica, a jazzier left-of- 
centre rival that seduced 
thousands of readers." La 
Repubblica in fact appeared 
for the first time on January 
14 1976 and. with its first 
issue, “seduced” 300.000 
readers. 

It is also misleading to 


place the start of La Repub 
blica in the 1980s since it dis- 
regards its important rule in 
one of the darkest chapters 
of Italian contemporary his- 
tory, namely the kidnapping 
and subsequent assassina- 
tion in 1978 of Aldo Moro. 

On that occasion. La 
Repubblica became an 
important point of reference 
for Italian public opinion 
and developed into a forum 
of permanent political 
debate. 


1 suggest a more careful 
use of the rather dismissive 
adjective “jazzier” in rela- 
tion to La Repubblica, which 
has always kept a very dear, 
though sometimes difficult, 
political line and has repre- 
sented for a whole genera- 
tion the equivalent of a sui 
generis political party. 

Ida di Pietro, 
Rotenturmstrasse 21/2, 

1010 Vienna, 

Austria 
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Most fund 
managers 
back SE 

From lSr Stephen L. Tanner. 

Sir. L was rather surprised 
to read Jane Martinson's 
article “Blow to stock 
exchange trading system" 
(January 9) reporting on the 
decision by M5CI to use the 
old system of valuing FTSE 
100 shares, against the 
advice of the London Stock 
Exdhabge. ln.it she states: 
“MS Cl said that most of its 
clients were generally happy 
with its decision.” ' - ** 

Institutional Fund Manag- 
' era' Association, consulted 
widely among its members 
in November on this topic 
and oUr recommendation, ■ 
issued on December 8. was 
that they should follow 
the Stock Exchange propos- 
als and ns e “las t trade” 
prices for FTSE 100 stocks 
in then' valuations. 

The reason for our recom- 
mendation to members in . 
December was that we hoped 
to achieye a single system of 
valuation so that we would 
avoid, if at all possible, the 
situation of different fund 
managers using diffe rent 
prices to value the same - 
security at the same time. 
The decision by MSd, con- 
trary to the stance taken by 
your sister organisation, the 
FTSE /Actuaries index com- 
pilers, means there is now 
likely to be a much greater 
deviation in the performance 
of these two measures of UK 
performance, which must 
lead tn mT^nri ers famriing g 
between fund managers and 
their clients, even when all 

fluid manag ers are using the 

same methods to value cli- 
ents' portfolios. 

BTMA represents the vast 
majority of institutional 
fund manag ers in the UK 
and. so far as we are aware, 
our members are abiding by 
the Stock Exchange recom- 
mendation. even at the 
moment, the system still has 
some bugs and is not provid- 
ing as stable a market as we 
had when market makers 
were there to take the strain. 

Stephen L. Tanner, 
director general. 

Institutional Fond 
Managers' Association, 
Roman House, Wood Street, 
London ECZY 5BA. UK 


In spite of the end of the cold war, the US still needs swords 
as well as ploughshares, argues Bruce Clark 

Sticking to its guns 


FINANCIAL TIMES 


A s co Id- war swords 
are hammered into 
ploughshares, the 
relative importance 
of military might as a token 
of American power is certain 
to decline. Is this correct? No 
- precisely the opposite 
trend may be under way. 

While the US is likely to 
see a steady decline in its 
relative share of total world 
trade in the decades to come, 
its lead in military expertise 
looks unchallenged and des- 
tined to grow. Along with 
mass-market entertainment, 
defence stands out more 
clearly than ever as one of 
America's greatest areas of 
comparative advantage in 
the global arena. 

The incipient “revolution 
in military affairs” - which 
promises to provide com- 
manders with perfect know- 
ledge of the battlefield 
through highly integrated 
information systems - has 
so for been an all-American 
enterprise. 

The gap between Europe 
and the US has widened 
since the 1991 war against 
Iraq. Even then, the commu- 
nications traffic used to co- 
ordinate US forces in the 
Gulf was four to five times 
more intense than any thing 
Nato could muster in 
Europe. 

Europe's failure to develop 
integrated battlefield Infor- 
mation systems has 
prompted US strategists 
such as Tony Cordesman to 

warn that the European side 
of the Atlantic alliance could 
be turning into a paper tiger. 

The self-confidence of the 
most successful parts of the 
US military-industrial com- 
plex was apparent recently 
at a dinner hosted by the 
bosses of Lockheed Martin- 
The US aerospace and 
defence industry now com- 
prises three giants - Lock- 
heed, Boeing and Raytheon 
- which is not an ideal state 
of affairs, conceded Norm 
Augustine, chairman. But 
better a healthy trio than a 
dozen sick players. 

In any case, the informa- 
tion technology side of their 
businesses was growing so 



Augustine: 'better a healthy trio than a dozen sick players' 


fast that they now consid- 
ered Microsoft, the software 
empire, a serious competitor. 

The one thing that caused 
them not a flicker of anxiety 
was the belated effort of the 
UK, France and Germany to 
consolidate their defence 
Industries. “I’ve seen a lot of 
talk about European consoli- 
dation, not much action,” 
said Vance Coffman, Lock- 
heed's new chief executive. 

Behind such confidence is 
the fact that the annual bud- 
get of his main customer, 
the Pentagon, has stabilised 
after a long slide - at around 
$260bn a year. US spending 
on cutting-edge military 
research and development is 
six times the European total. 

This growing imbalance 
has implications not just for 
the likes of Lockheed, but 
also for the currency In 
which US global power is 
denominated. 

If the European Union is 
par excellence a mercantilist 
power, the US could find 
itself a sort of praetorian 
power - relying more on mil- 
itary muscle, and less on 
economic power, as a token 
of International influence. 
Ironically, this is more likely 


to be true if US military 
power remains largely 
unused, so that its vulnera- 
bilities are untested and its 
mystique unchallenged. 

The only serious problem 
for the US is the extreme, 
aversion of the public to 
domestic casualties in for- 
eign wars. But the deploy- 
ment of vulnerable ground 
troops Is only one tactic 
available to the US. 

There are more subtle 
ways for the Pentagon to 
influence outcomes far from 
its shores. The simplest Is 
the selective supply of weap- 
ons, expertise and intelli- 
gence to favoured parties. 
Weapons such as cruise mis- 
siles and unmanned aircraft 
can also help to avoid the 
political cost of body bags. 

Of course, military and 
economic power are not fun- 
gible in any simple way. You 
cannot, under the rules of 
the modern world, shoot 
your way to prosperity. 

But the tone of US eco- 
nomic bargaining with its 
partners in the Group of 
Seven (now Group of Eight, 
including Russia) leading 
Industrial nations has 
always been affected by 


Washington’s role as mili- 
tary guarantor. Because of 
the technology gap, this will 
remain the case even if the 
US reduces its share of the 
human and financial burden 
in Its military relationships. 

In all America's external 
relations, military power is 
its hidden, and often unspo- 
ken, advantage. When the 
US addresses the EU about 
beef or steel, it speaks to an 
approximate equal. Every- 
one knows a huge row would 
hurt both sides. But recent 
experience in the Balkans 
has deepened Europe's mili- 
tary dependence on the US - 
by hi g hli ghting the US supe- 
riority in satellite intelli- 
gence and air power. 

When the US approaches a 
Latin American country in 
.search of trade deals, it bran- 
dishes the enormous power 
of American capital and 
markets, but it cannot hide 
the feet that it heeds those 
agreements too. 

However, the recent lifting 
by the US government of its 
self-imposed ban on high- 
tech arms sales to Latin 
America will give It a new 
set of aces. It can woo coun- 
tries not just with F-16s, hut 
with the joint military exer- 
cises that would follow. 

Arms sales, sweetened by 
joint war games, are only 
one example of foreign- 
policy spin-offs fr can main- 
taining a vast military. 

Another Is the growing 
field of “defence diplomacy”, 
in which officers from other 
countries including former 
adversaries - are invited to 
bond with their US counter- 
parts at worthy seminars. 

Fellow officers tend to 
strike up closer relationships 
than prickly bureaucrats. 
And there is one thing that 
impresses visiting officers 
from the former; ‘ Soviet 
Union, which was among the 
most militarised powers in 
history. When they' see. the 
‘Arlington cemetery, the 
' smart West Point cadets -and 
the docile, bug-eyed visitors 
.touring -the Pentagon, they 
conclude, enviously, that 
America .holds the military 
in, very high esteem; ? ■' 
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A role for the 
US in Ulster 


US policy towards Northern 
Ireland has the capacity to be 
immensely constructive in. or 
hugely destructive of. the 
search for a political settlement 
in the province. 

The White House can be a 
valuable envoy for the British 
and Irish governments in their 
efforts to persuade Sinn Ftin/ 
IRA to abandon violence perma- 
nently in favour of a negotiated 
agreement. But when the Clin- 
ton administration piays to the 
domestic gallery of Irish- 
American opinion, it provides 
succour for those who prefer the 
Arm a hte to the ballot box. 

This is the lesson to be drawn 
from the weekend disclosure by 
Raymond Seitz, a former US 
ambassador in London, that Mr 
Clinton's early contacts with 
Gerry Adams, the Sinn Fein 
president, were driven by the 
White House's concern to 
secure Irish- American votes. 

Mr Seitz's insider’s account of 
the way in which the US admin- 
istration repeatedly broke its 
own rules on dealing with those 
who support terrorism makes 
depressing reading. The sugges- 
tion that sensitive British intel- 
ligence information was passed 
to Sinn F&in/IRA is deeply 
alarming: Mr Seitz left his post 
In 1994, but . bis concerns about 
the overtly nationalist sympa- 
thies of Jean Kennedy-Smith. 
the US ambassador in Dublin, 
have subsequently been echoed 
by other senior US diplomats. 

It might be said that this 
phase in US policy is now over. 


Russian reform 


Russia’s political roller-coaster 
lurched again last week, leaving 
its leading young reformers 
stranded in the rear. Victor 
Chernomyrdin, the prime minis- 
ter, representing the solid cen- 
tre ground and gradual reform, 
is back at the controls. It was a 
classic manoeuvre by president 
Boris Yeltsin to keep his closest 
allies off-balance. But it may 
not do much to help the ailing 
Russian economy. 

The cabinet reshuffle leaves 
both Anatoly Chubais and Boris 
Nemtsov, first deputy prime 
ministers, stripped of their most 
important authority. Both the 
finance ministry, which used to 
report to Mr Chubais, and 
energy, which was Mr Nem- 
tsov’s responsibility, now come 
under the direct control of the 
prime minister. Mr Chubais 
retains responsibility for the 
vital but thankless task of 
reforming public finanres and 
ensuring taxes are collected, but 
is no longer economic supremo. 
Mr Nemtsov loses his sweeping 
power to curb oil and gas 
monopolies, but is left with 
other huge areas to reform: elec- 
tricity, housing and transporta- 
tion aH political minefields. 

One disturbing fact about the 
reshuffle is that Mr Yeltsin has 
seen fit to move so fast. The 
reformers were put in office 
only last March, and announced 
big ambitions, including draft- 
ing an entire hew tax code, 
regulating the natural monopo- 


lies, and bringing public 
finances under control. 

The president appears to have 
decided that the young Turks 
had made too many enemies to 
be allowed to maintain their 
powers. Mr Chernomyrdin has 
been more successful in cultiva- 
ting links with his old comrades 
In industry, with the commu- 
nists in the D uma, and with the 
businessmen and bankers who 
hold sway in the new Russia. 

It is too early to say that the 
prime minister will be Mr Yelt- 
sin’s successor: the old presi- 
dent is far too wily to allow 
such a presumption. But he 
remains the man most likely to 
succeed. 

For foreign investors, how- 
ever, he has one important 
weakness. He is too closely 
identified with the old energy 
establishment in general, and 
with his old firm, Gazprom, in 
particular. The suspicion is that 
he will allow the giant gas 
monopoly, which is responsible 
for about one-third of all Rus- 
sia's hard currency earnings, 
free rein in the energy sector. 
That would be a severe discour- 
agement to the foreign invest- 
ment Russia so sorely needs. 

Mr Chernomyrdin must make 
dear he is prepared to dip the 
wings of Gazprom and the other 
natural monopolies, and pursue 
the tax reforms initiated by bis 
young team. These are precon- 
ditions for sustained recovery of 
the Russian economy. 


Bibi’s bluff 


Decision time on the Middle 
East peace process starts today 
In Washington, after nearly a 
year in which the Oslo accords 
between Israel and the Palestin- 
ians have stalled to the point of 
sliding into reverse. President 
Bill Clinton -‘is holding . talks 
with. Benjamin Netanyahu, 
Israel's prime minister, before 
meeting Yassir Arafat, the Pal- 
estinian leader, on Wednesday. 

Washington’s is to cajole 
Israel into trialring its long over- 
due withdrawal of troops from 
the. West Bank “significant and. 
credible''/ and to halt the new 
waVe of Jewish colonisation of 
occupied: Arab -land which has 
aH. but;, destroyed, hopes of a 
regional settlement. This, in 
exchange for a “lt)0 per cent 
effbrt”-by Mr ; Arafat in fighting. 
Islamist suicide, bombers intent 
on destroying _ Oslo, is the mini- 
mum requirement- for realistic 
ragotiaiibm+b resume: Yet the 
leadrbp to the Washington talks 
cotdd hardly be less, propitious. - 
: Isra^ s cabinieti dominated by 
&tWmg nationalists arid reh- 
gious" fundamentalists; "' on - 
Wedn^.day/set. guldelinesjtav 
MrTldanyaiiu tibat lay claim to 
mona than half the West Bank; 
to ^TWure^airan^ments with . 

toe: Palestinians mid that, if 
toferpreted literally, mean that 
numerous - Tsrajp 'H commitment s 
under toe. existing' Oslo treaties 
wiH. noLbehtmoured- 
; Attached to thegni defines is a 
I2^«ge l£a of demands m toe 


Palestinians, all related to pro- 
viding Israelis with a level of 
security that Israel itself could 
never deliver - even when it 
had complete control of the 
occupied territories. 

While Israeli tactical filibus- 
tering has been evident since 
Mr Netanyahu took office 18 
months ago. a strategy is now 
emerging that would prevent 
the Palestinians horn ever get 1 
ting a viable homeland in the 
West Bank and Gaza. Unless 
this strategy is finnly resisted, 
there wffL be no peace in toe 
region. And without peace, 
Israel 50 years old this year, 
will not secure its. right to live 
in security, recognised by its 
Arab' neighbours. Peace and 
. security, .are* Indivisible.' and 
both' restore toe' return, of con- 
quered Arab laml: , -.. • 

Mr Cttolan now', has to make 
tote ci poj - and. beyond doubt-He 
should, assume Israel’s position 
is maximalis t posturing, 
because toe time- has come to 
call Mr Netenyahu’s bluff. : . 

' The Israeli leader may well 
try to go round the US president 
; andrelyontoe pro-Xsrag lobby 
; in Congress - atrhe has done in 
toe past. But two can play that 
game. Mr qhnton should pitch 
his message at toe Israeli 
people, wfio throughout all the 
setbacia have ciuiig to toe pros- 
pect of peace and of becoming a 
normal country. A firm stand is 
toe greatest sift toe US could 
.offer. Israel on its SOth birthday, 
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COMMENT & ANALYSIS 


The new Spanish explorers 


Many companies are discreetly turning themselves into 
pocket-sized multinationals, as David White explains 


Relations with London have 
been repaired and, with Sinn 
Fein/BtA bolding to a second 
ceasefire. Mr Adams’ trips to 
the White House have been fol- 
lowed by meetings with Tony 
Blair in 10 Downing St. 

In reality, it is more impor- 
tant than ever that Mr Clinton 
eschews domestic US politics in 
his approach to Northern 
Ireland. The multi-party talks in 
the province are now entering 
their most dangerous phase. 
Martin McGuinness. the chief 
Sinn FfeinffRA negotiator who 
will accompany Mr Adams at 
his meeting with Mr Blair 
today, has rejected the negotia- 
ting document produced last 
week by the London and Dublin 
governments. By murdering 
innocent Catholics, hardline 
loyalist paramilitaries are 
giving Republicans a conve- 
nient cover to end their cease- 
fire. 

In such perilous circum- 
stances. the duty of the US 
administration is to use all its 
political weight to persuade 
Sinn Ffrin/TRA to keep talking. 
Access to the White House and 
the capacity to raise funds from 
Irisb-Americans are precious 
commodities for Mr Adams. 

The White House should 
make tt clear that both will be 
withdrawn - permanently - if 
the present ceasefire is broken. 
If he does otherwise, Mr Clinton 
will lay himself open to the 
charge that be puts votes for US 
Democrats ahead of lives in 
Northern Ireland. 


Y ou would not say 
Ficosa International 
was a household 
name, even in Spain. 
It is a family- 
controlled Catalan company, 
little known except to clients in 
the motor industry. It makes 
rear-view mirrors, windscreen 
washers and the like. Until the 
mid 1980s it was a purely Spanish 
company with a Spanish market, 
exporting no more than 4 per 
cent. But now it has Eactories in 
four continents and does 70 per 
rent of Us $300m-a-ycar business 
abroad. 

Here is a new breed: the pack- 
et-sized Spanish multinational. 
Unlike Italy, Spain has never 
been well represented among 
world-league companies - no 
names like Fiat or Pirelli or 
Benetton. It has been a receiver 
of foreign Investment, but until 
recently barely figured as an 
investor. 

Since 1985. when it signed its 
accession to the European Union, 
Spain has been the biggest net 
recipient of direct foreign invest- 
ment in the OECD area, accord- 
ing to figures from the 2S-nation 
organisation. But since 1994 the 
net influx has been smaller than 
Mexico's or Australia's. 

One reason is that inward 
Investment growth has slowed. 
Most sectors that were opened to 
foreign ownership 40 years ago - 
such as cars and chemicals - are 
already saturated by foreign com- 
panies. Money still flows into 
restructuring and expansion, but 
new arrivals have become scar- 
cer. At the same time, Spanish 
companies, flush with the profits 
of economic recovery, have been 
Investing abroad as never before. 

The net balance is still inward, 
but not by much. Belatedly but 
rapidly, Spain is joining the 
mainstream of large EU countries 
which are both suppliers and tak- 
ers of investment. The change 
began with EU entry 12 years ago 
when companies, in self-defence, 
sought new markets to offset 
competition on their home turf. 
They have since become more 
adventurous, and a new corpo- 
rate culture has grown up. 

“In Spain we were kings, but 
outside Spain we were nothing, ** 
says Josep Maria Pujol. Ficosa's 
chairman, referring to its posi- 
tion in the 1980s. “We had three 
alternatives: to stay as we were, 
which was certain death; to sell 
out, which was not our plan: or 
to go European.” 

It started by setting up techni- 





cal and marketing bases, and 
then factories - in France, Portu- 
gal and England. It found the cli- 
mate tough: the components 
industry smelled an intruder. 
“We were greeted first with total 
ignorance, then contempt, then 
hate." The company realised it 
needed global presence. It set up 
an engineering office near Detroit 
and a manufacturing base in 
Mexico. “We thought we would 
face the same difficulties as in 
Europe, but we didn't. It has 
been a spectacular success.” 

In toe past two years Ficosa 
has added plants in Brazil. 
Argentina and most recently 
India. “Our objective now is 
Asia,” Mr Pujol says. 

The move abroad has been led 
by the biggest Spanish compa- 
nies, with high-profile forays into 
Latin America - Telefonica, toe 
Santander and Bilbao Vizcaya 


bank groups. Repsol in oil and 
gas. Endesa and Iberdrola in elec- 
tricity. But the trend is much 
wider. Numerous smaller compa- 
nies have followed them and 
struck out into other parts of the 
world, including Spain’s neigh- 
bours Morocco. Portugal aud 
southern France. 

“This is a big phenomenon 
now,” says Jordi Canals, a profes- 
sor at the IESE graduate school 
of management in Barcelona. 
Many Spanish enterprises grew 
up to cater solely for domestic 
demand. They went through a 
triple shock with the oil crisis. 
EU entry and a 1993 recession. 
Those that survived, he says, 
emerged stronger. 

In many sectors, such as con- 
struction. they have become 
highly competitive, and now 
have cashflow to spend. Previ- 
ously obscure companies, almost 


A merica has a different 
meaning in Spanish. It 
can just as well mean 
Latin America as the US 
- and for Spanish companies is 
increasingly likely to do so. 

Spain has in the past three 
years become the leading Euro- 
pean investor in Latin America. 
In countries such as Argentina it 
has been dosing toe gap on the 
US, for long the dominant for- 
eign presence. 

The privatised Telefdnica 
group has spent some $4bn to 
secure a leading place in toe 
region’s telecommunications. 
Endesa, Spain’s biggest electric- 
ity generator, is already more 
than halfway through a plan to 
spend more than $3bn in the 
region between 1997 and 2001, 
mainly through its stake in the 
Chile-based Enersis group. Rep- 
sol, the privatised oil company, 
aims to have invested $5bn in 
five years’ time, chiefly through 


Voyage to the west 


Astra, its Argentine affiliate. 

Spain's biggest banks. Banco 
Santander and Banco Bilbao Viz- 
caya, have more employees in 
Latin America than Spain. San- 
tander ranks as the region’s larg- 
est foreign bank by loan volume. 
Along with Banco Central ffis- 
pano they have spent $6bn since 
1995 buying South American and 
Mexican banks, and now control 
20 per cent or more of the mar- 
ket in countries snch as Chile, 
Venezuela. Peru and Colombia. 

Of 35 blue-chip shares in the 
Madrid market’s Ibex index, 16 
are in Latin America. Last year, 
the region absorbed 43 per cent 
of Spanish direct foreign invest- 
ment. 

Why Spain, and why now? 
Spanish companies are confident 


about dealing with the region, 
based on cultural and historical 
affinities. “If we did not speak 
the same language it would be 
much more difficult,** says one 
executive. They have taken 
advantage of recent deregu- 
lation. jumping in ahead of more 
reluctant international competi- 
tors, in markets still relatively 
virgin and in need of capital, 
where entry has until recently 
been legally difficult and risky. 

They regard Latin America as 
their natural opportunity. And 
they are already too late else- 
where. “How is a Spanish bank 
going to go to Hong Kong or 
Singapore?” asks a senior bank 
strategist What can it bring?" 

In Latin America, the Span- 
iards can seize positions they 


could never aspire to in Europe 
or Asia. The region is now 
almost as important for Mapfre, 
the biggest Spanish insurer, as 
its domestic market, says Jos6 
Manuel Martinez, chief executive 
of the Mapfre Corporacidn hold- 
ing company. More than 90 per 
cent of its foreign operations are 
concentrated there. Already 
operating in 10 Latin American 
countries, its move has required 
“tittle money and a lot of man- 
agement effort", he says. 

The big Spanish companies all 
put their heads together to deal 
with some of the difficulties of 
bring newly fledged multination- 
als - bn man resources problems, 
for instance, such as dealing 
with returning expatriates or the 
issue of spouse employment. “In 


• O BSE 

Down on the 
-waterfront 


r v e r • 


, H it may be good news for local 
. p rop ert y developers - and a 
. : smart move according to - Feng 
. . Shui masters - but not everyone 
;:m Hong Kcrng is pleased with . 
the government’s decision to • 
build. a swish new'hieadquarters. 
"A HKJ19bn waste of -money," 
was the verdict of Huang 
• Qsan-ya, a member -hf-ttae. '' 
DemoCTatic partyjte suspects 
tbeadmfaistratioh is bowing to 
r property tycoons by pufiihg the 
l&rbour front sitefrean a : 
-planned land auction -- lieh’Ce 
curirf^thetoturesiaiplyof^^- 

pfflee space.- : - :-7 . 

Despite theappiirent haste'of " 
the decision, the government 
says toe move has been tinder. ' 

’ consideration for some tone:. 
Raymond Lo, Wof toe . '. ; 
territory's Feng Shui experts, ' 
b^vffi toe new kxatim may - 
bolster toe fortu^.of.tofi-- • 

adHrinfetration. Wito tfee / . 

■ People’s Liberation Army v 
barracks on one side, and the 
; headquarters of a ^China-haclasil 
' congkzmerate on toe other, the 
'government’s energy wiH be. 
contained 'at the new site.be-. 


Feflg Shui guru reckons bad 
vibes from the government’s 
existing HQ are partly to blame 
for both bird Cu and the 
territory’s stockmarket 
slump. 


justification. He says the 
memorial is intone with the 
communist-ruled island’s 
“universal vocation”. So there 
you have it . 


Bui TuDgt&ee-bwa, Hoftg 
gong’s chief executive; shouldn’t 
hold his breath. The new . 
'bunding is^ unlikely to be - 
completed before 2003. And toe 


Royal progress 

■ Strange times in Cuba. First 
the Pope is invited to kiss the 
tji rnwn- of thft last bastion of 
unreconstructed communism. 

. Now Havana unveils a garden 
memorial to Princess Diana. 

. Tfre garden, in the old town 
alongrida Havana Bay, was 
Inaugurated. this weekend in toe 
presence of a respectable, but 
slightly puzzled, contingent of 
British expatriates. Created by 
; Cuban architects, it consists of a 
stone pillar covered with modem 
ceramic designs, set in a pond 
surrounded fay a lawn and flower 
beds. There's a simple plaque, in 
Spanish, which reads: “To 
Diana, 1961-1997." 

British ambassador Philip 
Mclean managed to come up 
with a tenuous historical link 
between the site and the British 
community: the garden is close 
to a church where British forces, 
which occupied Havana in 1762, 
held Anglican services. 

But that doesn't explain why 
Cuba has invested in a memorial 
to a member of the British royal 
family. It's up to Havana's 
official historian, Eusebio Leal, 
to provide a philosophical 


Trading places 

p All change in Chicago’s 
futures industry as the board of 
the city's Mercantile Exchange 
meets this week to decide on a 
successor to chairman Jack 
Sandner. San liner’s been in toe 
hot seat for 13 of the past 17 
years,' term limits mean he's got 
to step down, but he does so at a 
tricky time. Dissatisfaction at 
the CME is rife and members are 
divided on how to handle the 
challenge posed by electronic 
trading systems 

Still, last week's board 
elections returned most of the 
incumbents who were standing 
.for re-election- A dissident group 
of traders, heavily critical of 
Sandner, foiled to win seats. 

So the front-runners to take 
the chair are both CME insiders: 
Scott Gordon, vice-c h ai r ma n 
since 1995, and Thomas Kloet, 
treasurer since last year. 
Whoever wins could be in for a 
taxing time. 


his 10-year stint in charge of 
Apple Computer. At an industry 
shindig in Tel Aviv last week, he 
at last owned up to his part in 
Apple’s decline. 

The former Pepsi-Cola 
president, who left Apple five 
years ago, reckons the turning 
point came in May 1990 when 
Microsoft introduced a viable 
version of its Windows operating 
system and Intel launched the 
high-powered but cheap 80/386 
microprocessor. With the benefit 
of hindsight. Scullev thinks 
Apple should have done a deal 
with Intel to use the new chip 
instead of sticking to a 
technically superior, but more 
costly, gizmo. 

But Scufley, who now runs a 
venture capital operation with 
his two brothers, believes that 
Apple, which has just 
announced a return to profit for 
the first time in five quarters, 
can make a comeback now that 
Steve Jobs, the Apple founder he 
ousted, is back in charge. 

.“Apple is a cult, not a 
company," he said- “And toe guy 
who created the cult is Steve." 


Off target 


Core problem 


F “For nine years and eight 
months I believed it was a 
success.” says John Sculley of 


F German pharmaceuticals 
company Hoechst Marion 
Roussel takes an early lead In 
the search for 1398’s best 
euphemism for job cuts: the 
group says it's doing a spot of 
“targeted realignment”. 


Some are relatively tiny. Ger- 
mans Boada, a producer of tile- 
cutting tools, with 80 employees 
near Barcelona and consolidated 
sales of some 827m, now does 
more than 60 per cent of its busi- 
ness abroad and has a plant in 
Portugal, sales subsidiaries in 
Italy and France and an affiliate 
in the UK. 

Spanish perfumer Antonio Puig 
has just bought the glamorous 
French label Nina Ricci. Indo. an 
optical company, produces lenses 

in Tan triers and will soon make 
frames in China. The industrial 
co-operatives of Mondragun. deep 
in the Basque country, have 
spread tentacles abroad in acti ti- 
tles from coach bodies to com- 
puter systems. Subsidiaries and 
joint ventures run hypermarkets 
in France, make gas boilers and 
washing machines in Egypt, 
refrigerators in Morocco and 
Argentina, and components in 
the Netherlands and Czech 
Republic. Campofno. a meat pro- 
cessor, has plants from Russia to 
the Philippines. 

“Globalisation made to mea- 
sure". as Mr Canals calls it. Spain 
will continue to lack real global 
companies. Its top corporations 
will be at most significant 
regional players in sectors such 
as b anking , energy and telecom- 
munications. with a European 
presence through Spain and an 
important role in Latin America. 


all based in Spam’s northern 
regions, are gaining recognition 
in their sectors as real multina- 
tionals. “I think this is the most 
important corporate change there 
has been in the last 20 years," Mr 
Canals says. 

Spain used to have little more 
to boast of than the anecdotal 
example of Cbupa Chups, the 
Catalan-based lollipop company 
which expanded abroad in the 
1960s. and now produces in half a 
dozen other countries including 
Russia and China. But there is 
now a host of others, often family 
concerns, which have become dis- 
creetly international, sometimes 
still clinging to their secretive 
habits. For instance. Spain’s big- 
gest car parts maker. Antolin- 
Irausa, based in Burgos, now has 
operations in 11 countries from 
Turkey to South Africa, but 
refuses to talk to the press. 


M anagement 
resources pose a 
big challenge, he 
says, especially 
for these big out- 
fits taking over Latin American 
companies that were previously 
in the state sector or cosy oligop- 
olies. which carry heavy bureau- 
cracies and need rapid turn- 
rounds. 

“Any future manager must 
have international experience." 
says Javier Herrera, chief execu- 
tive of Iberdrola, the Spanish 
power company, which has spent 
$ibn on Latin American acquisi- 
tions, mostly in Brazil during 
1997. 

Many companies have had dif- 
ficulty finding qualified people 
prepared to work abroad. “At toe 
beginning it was practically 
impossible.” says Ficosa’s Mr 
Pujol. Spaniards are notoriously 
loath to move home for their 
jobs. But he has noted a change 
in attitude. “There is a new gen- 
eration of engineers and such - 
young people who are very much 
more open.” 


Latin A m e r i ca 


Foreign direct investment 1990-95 {Sbn) 

-OLMbn 



Some ksttaita tor Eurooeen-totei 

Arancan notations 


US, UK or Dutch companies, they 
have been doing this for 40 
years," says Mr Martinez. “For 
Spanish companies, going inter- 
national is a new process." 


100 years ago 


More Excitement In Havana 
Of the making of Cuban 
scares there is no end. Wall 
Street needs iron nerves to 
stand the successive shocks 
caused by military riots, 
threats of despatching the 
United States ironclad, and so 
forth. On the top of these 
little scares comes the 
unwelcome intimation that 
Marshal Blanco cannot even 
play tennis with the Prefect of 
Havana without “an 
individual” taking a pot-shot 
at him with a revolver. The 
bystanders threatened to 
lynch the “individual", but he 
seems to have strolled to 
prison unhurt 


SO years ago 


City Firms Ruffled 
Many City firms these days 
are ruffled because of delays 
in their auditing. It is often 
the sad lot of accountants to 
refuse to complete work by 
the dates which would be 
most convenient to their 
clients. This is hardly 
surprising. The Government’s 
vast nationalised monopolies 
are busily engaged in enticing 
accountants away from 
private enterprise. During toe 
last year one City firm of 
accountants lost nearly a 
hundred of their staff, mostly 
to the National Coal Board. 
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Saddam seeks force to break embargo 

Iraq declares a ‘holy 
war’ on UN sanctions 


By Laura Silber and 
Bruce Clark In New York 


Iraq yesterday declared a 
"holy war" on UN sanctions, 
calling for a lm-strong volun- 
teer force to mobilise for a 
struggle aim ed at breaking the 
crippling embargo. 

The US said it still hoped 
diplomacy could break the 
deadlock with Baghdad over 
UN weapons inspections but 
was ready to use military force 
if other means failed. 

Madeleine Albright, US sec- 
retary of state, said President 
Saddam Hussein was “digging 
a deeper bole for himself' by 
obstructing UN efforts to mon- 
itor and dismantle Iraq's 
arsenal of deadly weapons. 

His latest tactics, including 
his refusal to accept a US-led 
inspection team, suggested 
that the UN was close to mak- 
ing some embarrassing discov- 
eries of hidden stocks of bio- 
logical and chemical weapons, 
Mrs Albright said. 

Iraq called on all able-bodied 


citizens to register far “popu- 
lar training" after Mr Saddam 
on Saturday warned that his 
country faced a mounting mili- 
tary threat from the US. 

He said Iraq would expel UN 
weapons inspectors if sanc- 
tions were not lifted within six 
months. Richard Butler, the 
chief UN arms inspector who 
will meet Iraqi officials in 
Baghdad today, denounced 
this dea dlin e as arbitrary and 
unrealistic. 

Yassin Ramadan, Iraq's 
vice-president said yesterday: 
“We are determined [to 
launch] a great jihad to lift the 
sanctions. There is no alterna- 
tive to this after seven years of 
patience and co-operation with 
the United Nations and its 
committees." 

The UN imposed crippling 
sanctions against Baghdad, 
including an oil embargo, after 
Iraq invaded Kuwait in August 
1990. Sanctions will remain in 
force until the UN certifies 
Iraq has fully dismantled its 
weapons of mass destruction 


and their production facilities. 

Baghdad accuses the US of 
refusing to lift sanctions until 
Mr Saddam loses power. Mrs 
Albright said she stood by ear- 
lier statements that Iraq most 
dismantle its arsenal and dem- 
onstrate “peaceful intentions" 
in the region, has 

George Robertson, the UK 
defence secretary who has 
ordered a British aircraft car- 
rier to beef up US forces in the 
Gulf, said Britain still hoped 
for a diplomatic solution. “I 
think we are likely to hear a 
lot of noise," he said, dismiss- 
ing as “bluster" the latest Iraqi 
pronouncements. 

The Iraqi . Defence ministry 
yesterday called “on all Iraqi 
men and women ... to enlis t in 
popular training". 

• In neighbouring Jordan, six 
Iraqis, including a senior diplo- 
mat, and two Egyptians were 
stabbed to death in the capital 

Amman 


Saddam out to foil UN 
‘detectives’, Page 3 


Peregrine seeks early sale 
of core equities business 


By Clay Harris, 

Banking Correspondent 


Peregrine, the collapsed Asian 
investment bank, hopes to find 
a buyer for its slimmed-down 
equity products business by 
the end of this week, a senior 
executive said yesterday. 

The plan under consider- 
ation would involve a retreat 
from several Asian countries 
and the loss of up to half the 
group's 1,000 Jobs. But Andrew 
Jamieson, chief executive of 
Peregrine Securities, said: “I 
want to keep as much of the 
business together as possible 
in what is a short space of 
time." 

Mr Jamieson said at least 
five potential buyers - two 
from North America and three 
from Europe - had begun due 


diligence investigations. A 
sixth bank, believed to be ABN 
Amro of the Netherlands, may 
be Interested in part of the 
business. Chinese-backed 
banks had also expressed 
interest, but none had formally 
entered negotiations, he said. 

Peregrine was one of the 
largest underwriters of main- 
land issues, notably red chips, 
the Hong Kong subsidiaries of 
Chinese conglomerates or gov- 
ernment agencies. 

The core business for which 
Peregrine is seeking an imme- 
diate buyer includes: its 
"greater China" businesses in 
Hong Kong. Beijing. Shanghai 
and Taipei: the UK and US 
operations which are not part 
of the liquidation under way in 
Hong Kong: and offices in 
Singapore and India. 


This means that Peregrine 
would no longer have a physi- 
cal presence in countries such 
as Thailand, Indonesia, Malay- 
sia. the Philippines or South 
Korea. Where appropriate, 
these countries would be 
served from a bub in Singa- 
pore, said Mr Jamieson, who 
heads the group's sales, 
research and tr ading arm. 

“I would like to'believe that 
we could build up franchises 
in South Asia relatively 
quickly again," he added. 

The core operations employ 
about 500 people, including 105 
in London. 

Peregrine Securities (UK), 
the London stock broking sub- 
sidiary, said on Friday: “We 
are a solvent company and a 
viable business in our own 
right.” 


EU to end dispute with US over tallow 


European 
MBAs can 
‘double 
alumni’s 
salaries’ 


By DeDa Bradshaw 


Continued from Page 1 


manufacturing process. The 
decision does not directly 
affect a separate EU initiative 
to ban a wider range of animal 
products Including ingredients 

In pharmaceuticals. 

But US officials hoped it 
Indicated a less restrictive 
approach to the use of agrode- 
rivatives. 

“Far cosmetics and soaps 
this should resolve the prob- 
lem, while for other products 
the use of risk materials (from 
animals) remains to be dis- 
cussed,” said a European Com- 


mission official. “In this case, 
there will be no BSE risk." 

The Commission argues that 
the use of tallow derivatives in 
soap and cosmetics is a special 
case, as it will insist on treat- 
ment of tallow to eliminate the 
risk of passing on BSE. 

The Commission is likely to 
give final approval to the pro- 
posals by mid-February- 

Ray Calamaro, an advocate 
for the North American Ren- 
dering industry, said: “The 
Commission seems to have put 
in place a solution that will 
both protect people from BSE 
and address the concerns of 


the industry." Apart from the 
tallow derivatives contained in 
soap and cosmetics, the US 
exports some $120m of raw tal- 
low to the EU a year. 

Last year several attempts to 
allow the use of treated tallow 
derivatives in soaps and cos- 
metics failed because of com- 
plications with the Commis- 
sion's other initiatives against 
risk materials. 

Commission officials said 
that if necessary other legisla- 
tion would now be amended to 
ensure the use of tallow prod- 
ucts in soap and cosmetics 
would be allowed. 


European MBA courses can be 
good for your wealth. An FT 
survey* of graduates from 
Europe’s top business schools 
shows that master of business 
administration degrees from 
six of them helped alumni to 
more than doable theta* sala- 
ries in under five years. 

European business schools 
have always been seen as poor 
relations to the big US busi- 
ness schools - Harvard, Stan- 
ford or Wharton. But increas- 
ingly the top European 
schools are carving a niche by 
providing a more interna- 
tional perspective than their 
US counterparts. 

The FT survey took a snap- 
shot of the career development 
of more than 1,000 European 
MBA graduates who had grad- 
uated from accredited Euro- 
pean MBA programmes in 
1994. All were asked about 
their salaries before starting 
the course, on theta* first Job 
after graduation and three 
years on. 

Almost all had Bhown size- 
able increases in their sala- 
ries. Alumni from foil-time 
programmes at 10 schools had, 
on average, increased their 
salaries by more than go per 
cent over the period. 

In terms of percentage sal- 
ary Increases, the full-time 
programmes which fared best 
were those with the youngest 
students, and consequently 
the lowest salaries, at the out- 
set At the top of the list was 
London Business School, 
where students saw an 
increase of 174 per cent Now, 
on average, they are 33 years 
old and have an average sal- 
ary of almost £70,000. 

HOD. in Switzerland, had 
one of the oldest student 
intakes at 30, and the highest 
average salary of managers 
before starting. Students still 
had an average salary rise of 
115 per cent, and now the 
alumni receive, on average, a 
salary of more than £85,000. 

For women who hope that 
an MBA might help them 
smash through the glass cell- 
ing the news is not good. 

Although the 157 women 
trailed only marginally in the 
salaries they were offered on 
completing their MBA courses 
the divergence between the 
salaries doubled over the next 
three years. Today, the women 
earn just £48,723 compared 
with their male peers who 
earn £59,562. 

The 50 business schools 
asked to participate all bad 
programmes accredited by 
international bodies. There 
are more than 200 MBA 
courses available Ln Europe, 
most of which are not accred- 
ited and which produce vary- 
ing results. 

* FT Guide to European MBAs. 
See separate survey 


FT WEATHER GUIDE 


Europe today 


There will be snow across much of 
Scandinavia except in the far south, 
which will have rain, and In a few 
northerly areas, which will remain 
dry 

The Low Countries, Germany, 
Austria, Switzerland and France will 
him colder from the north. Showers 
will merge Into longer spells of rain 
at times, turning wintry in the north 
late in the day. 

Northern Spain will be mainly 
doudy with rain in places. Southern 
and central Spain and Portugal will 
have plenty of sunshine. 

Heavy rain will move slowly south 
across Italy, There will be showers 
In the western Mediterranean. 


Five-day forecast 

The central and western 
Mediterranean will be unsettled with 
rain In most parts, heavy and 
prolonged at times. Eastern and 
northern Europe wiH be cold with 
snow In places. North-west Europe 
will become milder later In the week 
as rain spreads from the west 



TODAY'S TEMPERATURES 


Situation at midday. Temperatures nwknum for day. Forecast by PA WeathwCentre 



Maximum 

Baling 

Sun -3 

Cardiff 

Fair 5 

Frankfurt 

HoC 6 

Madrid 

Cloudy IS 


Celsius 

Belfast 

Shower 4 

Casablanca 

Fair ib 

Geneva 

Rate 6 

Majorca 

Ctoudy 20 

Abu Dhobi 

Sun 24 

Belgrade 

Fair 11 

Chicago 

Fair -1 

Gibraltar 

Fefr 19 

Malta 

Fair 18 

Accra 

Sun 32 

Berfln 

Rain 6 

Cologne 

Hafl 5 

Glasgow 

Fair 5 

Manchester 

Sleet 5 

Algiers 

Fair 21 

Barmuda 

Fair 20 

Dakar 

Sun 32 

Hamburg 

Rate 7 

Manila 

Fair 31 

Amsterdam 

Shower 6 

Bogota 

Fair 21 

Dafaa 

Sun 13 

Helsinki 

Sleet 2 

Met bourne 

Fair 25 

Athens 

Cloudy 14 

Bombay 

Sun 30 

Delhi 

Sun 21 

Hong Kong 

Fair 14 

Mexico City 

Shower 22 

Atlanta 

Fair 8 

Brussels 

Shower 6 

Dubai 

Sun 23 

HonobAi 

Fair 28 

Miami 

Fair 26 

B. Aires 

Sun 30 

Budapest 

Shower 6 

Dublin 

Fab- 5 

Istanbul 

Cloudy IQ 

Milan 

Rate 10 

B.ham 

Shower 4 

C.hagan 

Rain 5 

Dubrovnft 

Rein 13 

Jakarta 

Fair 32 

Montreal 

Snow -3 

Bangkok 

Sun 33 

Cairo 

Fair 20 

Edinburgh 

Sleet 4 

Jersey 

Hall 9 

Moscow 

Snow -2 

Barcelona 

Shower IB 

Caracas 

Sun 28 

Faro 

Fab 19 

Johannesburg Shower 24 

Munich 

Sleet 2 


No other airline flies to more cities in 
Eastern Europe. 


Lufthansa 


Karachi 
Kuwait 
L Angelas 
Las Palmas 
lima 
Lisbon 
London 
Lux.bourg 
Lyon 
Madeira 


Sun 28 
Sun 16 
Fair 17 
Fab- 23 
Fa* 30 
Cloudy 18 
Fair A 
Sleet 3 
Shower 9 
Cloudy 19 


Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Parte 

Perth 

Prague 


Fair 25 
Rain 15 
Fair 26 
Fair 3 
Ft* 16 
Shower 18 
Snow 0 
Shower 6 
Sun 30 
Hafl 4 


Rangoon 

Reykjavik 

Rio 

Rome 

S-Fraco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

WeHlngton 

Winnipeg 

Zurich 


Sun 32 
Snow 6 
Thunder 30 
Rate 14 
Shower 13 
Fair -3 
Fair 32 
Sleet 3 
Swwer 5 
Shower 25 
Fair 10 
Shower 19 
Fair 10 
Snow -2 
Rain 6 
Rain 8 
Shower 4 
Fair 3 
Ctoudy 4 
Shower 19 
Falr-10 
Shower 4 


THE LEX COLUMN 


Taking stock 


The spectacular stock market 
returns of recent years have- bad an 
embarrassing side effect; even Wall 
Street's finest have found 1 1 difficult 
to beat the humble index tractors. 
This year should prove different. 
Aslan turmoil, dollar strength and a 
slowing domestic economy will con- 
strain corporate earnings growth 
and thus stock market returns. 
Most equity strategists expect the 
S&P Composite's total return to fall 
from 33 per cent in 1997 to 10-15 per 
cent; even that looks hard to Justify 
on fundamentals, but at least it 
should give stock pickers a chance 
to show their mettle. 

Against such a tough back- 
ground, defensive stocks, such as 
pharmaceuticals and branded goods 
companies, should do relatively 
well. Unfortunately, their valua- 
tions already reflect this. The big 
drug companies, for example, are 
trading at a 40 per cent premium to 
the market on 199S estimates. 
Financials, last year’s best-perform- 
ing sector, should still benefit from 
consolidation and cost-cutting. But 
international banks have exposure 
to the Far East, while the domestic 
regionals suffer from poor topline 
growth and could prove vulnerable 
to rising bad debts as the economy 
slows. 

Perhaps the best opportunities, 
therefore, lie in the technology sec- 
tor. Industry fundamentals, includ- 
ing demand for personal computers 
and mobile phones, remain strong, 
yet even sound companies have 
been tarred with the Asian brush. 
But the overriding message is that 
decent equity returns will probably 
be hard to came by in 1998. 
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Japanese banks 

For months Japan has tried - and 
failed - to find solutions to Its 
banking problems. This week it will 
have another stab. A bill will be 
presented to parliament that would 
use Y3Q,000bn of public funds to 
support the financial sector, includ- 
ing up to Y13,000bn to purchase 
banks’ preferred stocks and subor- 
dinated bonds. 

These recapitalisation plans are 
provoking fierce debate, and rightly 
so. Handled correctly, they might 
help resolve the banking problem. 
But there is a risk that they will 
prolong the pain. Fart of the plan - 
offering banks a capital injection to 
take over failed groups to ensure a 
smooth wind-down - is sensible 
enough. The scheme could provide 
a carrot to bring about the mergers 
and failures Japan's over-banked 


system badly needs. The danger lies 
in the second element: plans to buy 
preference shares, the current con- 
troversy In Tokyo over whether this 
scheme should cover banks which 
do not need capital, as well as those 
which do, seems badk-tofront. The 
real concern should not be about 
throwing state funds at the few 
which do not need help, but to 
ensure that those without a viable 
future are not propped up. Other- 
wise the overcapacity which is at 
the root of Japan's banking problem ‘ 
will linger. 

There is, though, a middle group 
of banks - which are- undercapital- 
ised but still probably viable - for 
which some form of state cash 
injprtirm could mu kg sense to head 
off a generalised credit crunch. Hie 
snag is that the scheme for buying 
preference shares in banks misses 
an important trick. Much better to 
use the cash to buy the banks’ vast 
flharghniriing a in other companies. 
As well as sharing up banks' bal- 
ance sheets, that would cut the 
incestuous links between banks and 
companies which contributed so 
much to the bubble economy and 
its subsequent bust. 

If that was still insufficient to 
bring this middle group back to full 
health, the pr eferen ce share scheme 
might have a role to play. But only, 
if strict conditions - such as com- 
mitments to cutting costs and bet- 
ter disclosure - were attached. The 
risk, of course, is that, the authori- 
ties will try to rescue the terminally 
ill as well as the merely sick. If so. 

It could turn out to be one of. 
Japan's costliest banking mistakes. 


has outdone himself - surprises are 
running at about one a week. Unfor- 
tunately, all are- nasty.' First came 
fhe row. over plans to charge cus- 
tomers who want to switch their 
tong-distance calls through rivals 
Even if DT has a pointiit baa lost 
the public relations battle. Then 
came the abrupt departure of its 
director. Now it has 
q nnoiTiiffed poor results - in port 
because of high losses in Its interna- 
tional operations but also .because 
of high costs in its core domestic 
business. The worry Is that DT will 
not be terribly good at either 
defending its home patch or build- 
ing profit streams elsewhere. Mr 
Sommer is trying to get a grip on 
this vast bureaucracy, but he 1b a 
long way from taming it 


Deutsche Telekom 


In advance of this year's 
onslaught of Competition. Deutsche 
Telekom's boas promised a “sur- 
prise every month". Ron Sommer 


Allied Domecq 

In the tongue-loosened world of 
Spirits, bid talk now focuses on 
Allied Domecq. It has, of course, 
invited this by setting out its stall 
to play a role In further industry 
consolidation, and by thinking 
aloud about a demerger. But men- 
tion demerger and the words Tor 
sale" seem to appear over constitu- 
ent parts. So It would be no surprise 
to see a bid for Allied's spirits divi- 
sion. As this business is the second 
largest in global spirits, behind 
Diageo, the bidder would be smaller 
and almost certainly from the fami- 
ly-controlled ranks that dominate 
the league outside the two UK 
quoted entities. 

How much could such a company 
afford without a big equity issue? 
Last year Allied's spirits division 
had £41 4m trading profits, and a 
better operating cash position. 
Assuming some synergies and con- 
tinuing low interest rates outside 
the UK, from where a bid would 
come, this would allow a highly 
leveraged offer of over £4bn. 
Allied's en ter prise value is nearly 
£7bn, Implying a residual £L5bn for 
its retailing side which looks low. 
Putting that business on a similar 
multiple to Bass and Whitbread 
suggests mare than £3 bn. So if 
there Is a £4bn-phis bid around, 
shareholders will want to know. 

At the very least, such a.prospect 
would force Allied to spell out the 
benefits of any non-premium tie-up 
between its spirits business and 
that of Seagram, Its nearest rivaL 
While it is plausible that this com- 
bination would produce the most 
synergies, doubts might linger over 
how and when shareholders would 
receive their gains. 
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INSIDE 


Italian lira back 
in the spotlight 


... .. The Kalian lira will be 

LbB . in the spotlight this 

V "/ . - vreek after a conflict 

between members of 

— tho European Union 

978 - A| ■ -- - • • - • over Italy's member- 
3Sril IWVAi - ship of the European 
W Jl.ia -n, .. single currency. Klaus- 

J|_Jl __u_ rV Dieter Kuehbacher, 

' ..I . T ,1 Bundesbank council 
1007 ' — member. said there 

-W paeanan'ICV TJ** 3 ™ t0 »* crit ' 

ical of Italy s prospects 
of joining European economic and monetary 
union In the first wave. Currencies, Page 21 

Peogea t-Cftrodn set to pool work 

Jean-Martin Folz. president of Peugeot-Citroen, 
is expected soon to announce a reorganisation. 
One of the main thrusts is likely to be to 
increase the extent the French carmaker's fact- 
ories specialise by platform rather than by 
marque, leading to a reduction in costs. Page 19 

INTERNATIONAL EQUITIES 
Banks* privatisation fees tumble 

Fees earned by investment banks for working 
on Europe's privatisation deals are falling. The 
sale of the final tranche of shores in Argentaria. 
the Spanish hanking group, carries a Fee of 1.75 
per cent of gross proceeds to be shared among 
all the banks in the syndicate. Page 20 

COMMODITIES 

US five cattle futures hit two-week high 

US livestock markets began 1998 with large sup- 
plies and flagging demand from packers and 
retailers, and the Asian crisis threatening 
exports. But last week ended on a happier note, 
with live cattle futures hitting a two-week high 
on the Chicago Mercantile Exchange. Page 21 

EMERGING MARKETS 

Asian M&A market ffkeJy to expand 

The economic nationalism that kept corporate 
Asia closed to outsiders is being abandoned 
because corporate demand for capital is out- 
stripping supply. The Asian mergers and acqui- 
sitions market is expected to expand. Page 22 

MARKETS THIS WEEK 
London 

The strength of the UK market was illustrated 
on Friday when the FTSE 100 index rose 97.3 to 
5.263.1. The market starts the week 67 off its 
all-time closing high. Page 21 

Tokyo 

Investors in Tokyo will be looking for signs that 
the government Is moving towards adopting 
additional stimulus measures before the end of 
the fiscal year. Last week closed with a rally in 
Tokyo spurred by comments from government 
officials that measures were in store. Page 21 

Frankfurt 

German shares are expected to remain fairly 
resilient to the uncertainty over Asia, with con- 
cern about the long-term impact of the crisis off- 
set by signs that solutions are being imple- 
mented. The DAX index gained 1.8 per cent on 
Friday to close at 4L21&24. Page 21 

New York 

Today US equity and bond markets are closed 
for a public holiday, but tomorrow could be hec- 
tic as events unfold in Asia and the US quar- 
terly earnings season gets under way. Page 21 

FT GUIDE TO THE WEEK 
- full listings Page 32 

... • , EURO-ARCTIC TALKS 

The Barents 
Euro-Arctic Council of 
•ffi PIg nr foreign ministers from 

i'SxrVp y-Pf the four Nordic 

countries and Russia 

2 JL'iFi atk i meets today in Lulea. 
aR^giJjHy Sweden, for two days of 

talks on trade and 
environmental issues 
in the region. It is the coBnciTs fifth meeting. 
COHEN TO VISIT CHINA. JAPAN AND KOREA 
William Cohen, US defence secretary, leaves 
China for Japan tomorrow far a meeting with - 
Ryutaro Hashimoto, Japan's prime minister: He | 
will travel to Korea on Wednesday. 

POPE SET FOR FIRST TOUR OF CUBA 
On Wednesday, Pope John Paul Q starts a five- I 
day tour of Cuba, his first visit to the island. 


Companies fan this issue 


ABN Amro. 

Air Canada 
AirFrewe 
Allied Domecq 
Andersen Consulting 
Apax 

Arthiir.Andaraen 

BP 

BSkyB 

BT 

8ZW 

BakrteABros ' 


Baskki Rabbins 
Bertetemanr - 


Burton Group • 
CLT-Uta ’ 
CSFB • 
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Big Russian oil groups to merge 


By Ctoystia Freeland and 
John ThomhJH in Moscow 
and Robert Corzlne in London 

Yukos and Sibneft, two of 
Russia'^ leading oil companies, 
will today announce a merger 
creating one of the world's top 
three oil producers. 

The emergence of a new 
company, to be called Yuksi, 
will dramatically reshape Rus- 
sia's corporate and political 
landscape. It will account for 
roughly 22 per cent of Russia's 
crude oil production, pushing 
Lukoil, previously Russia's 
biggest oil company, out of the 
top position in the industry- 

Tbe merger, a first among 
leading Russian companies, is 
also expected to open the way 
for a possible strategic partner- 
ship with a western oil com- 
pany, probably along similar 


DMG’s 

Harrison 

stresses 

investment 

banking 

By Clay Harris, 

Banking Correspondent 

Bill Harrison, the former BZW 
chief executive who is to take 
a senior role at Deutsche Mor- 
gan Grenfell, said yesterday 
he was “absolutely convinced” 
that his new German 
employer would not pull back 
from investment banking the 
way Barclays had. 

Mr Harrison Is to join DMG 
in March as vice chairman in 
charge of global corporate 
business for the Deutsche 
Bank subsidiary. 

He will have a significant 
role in developing and run- 
ning the new wholesale bank 
that Deutsche plans to create 
by combining DMG and its 
own corporate banking busi- 
ness. 

Mr Harrison quit BZW 
abruptly in October after Bar- 
clays changed course and 
decided it was not willing to 
make the Investment neces- 
sary to enable BZW to com- 
pet e on a global scale. 

• BZW’s corporate advisory 
and equities businesses have 
since been sold to Credit Sui- 
sse First Boston or closed. 

Despite its size as one of 
Europe’s largest banks, Deut- 
sche has not been immune to 
speculation about its ability 
and willingness to compete 
with the large US-based 
i n ve s tment banks that domi- 
nate the world market 
Mr Harrison admitted yes- 
terday he had been concerned 
about the risk of repeating the 
Barclays experience. 

Deutsche Bank had given 
him plenty of time and oppor- 
tunity to address this issue, 
Mr Harrison said. He had met 
each of the 10 members of the 
bank’s Vorstand, or manage- 
ment board. 

His arrival and the immi- 
nent re-organisation will 
mean new jobs for several 
other senior executives at 
DMG. 

Michael Dobson, who will i 
not be replaced as DMG’s chief 
executive, said yesterday: “A : 
number of people are evolving ; 
their roles as this process i 
continues.” i 

Carter McClelland and Mau- 
rice Thompson, currently joint \ 
heads of investment banking, i 
will be moved to new jobs. Mr 1 
McClelland will return to New i 
York and be responsible for ’ 
the Americas. Mr Thompson i 
will take a senior role involv- J 
mg contact with clients. Mr i 
Dobson said. 1 

Mr Dobson himself will j 
remain on the Vorstand!, of 
which he Is the only non-Ger- < 
man member. He may take i 
responsibility for the com- 1 
bined asset management busi- ] 
nesses of Deutsche and DMG. ( 
which together oversee assets t 
worth $270bn. . . . 1 

With’ both regional and s 
functional responsibility on 
the Vorstand, Hr Dobson said: r 
“I dearly wouldn’t be walking s 
away from the investment s 
banking business.” t 

Mr Harrison will report to a 
Ronaldo Schmitz on the Vor- t 
stand. t 

. Edson Mitchell and Michael 


New producer will be in world top three 


lines to deals announced late 
last year by Royal Dutch/Shell 
and Gazprom and British 
Petroleum and Sidanco. Bank- 
ers said Yukos executives had 
met several US oil companies 
recently, as well as Elf Aqui- 
taine of France. 

The Yukos/Sibneft tie-up 
will reinforce their Joint effort 
to win control of Rosneft, the 
largest Russian oil company 
still to be privatised. Rosneft is 
due to go on sale later this 
year and is expected to pro- 
voke a fierce contest between 
Russia's largest companies. 

The creation of Yuksi will 
also formally seal the partner- 
ship between two of Russia's 
most powerful financial bar- 




ons: Mikhail Khodorkovsky, 
chairman of Yukos. and Boris 
Berezovsky, a leading Russian 
businessman and financier 
who has close links to Sibneft. 

The deal has been strongly 
supported by Victor Cherno- 
myrdin. the Russian prime 
minister, who draws much of 
his political support from the 
oil and gas sectors. 

Although the two companies 
are financially weak, exec- 
utives hope they can achieve 
significant savings. 

“The transaction reflects a 
trend toward consolidation in 
the [Russian oil] industry, 
creating a smaller number of 
belter capitalised and mure 
globally competitive Russian 




oil companies." said Mr Kho- 
dorkovsky. 

Mr Khodorkovsky will be 
president of Yuksi. His chief 
deputy will be Yevgeny Shvi- 
dler. currently chief financial 
officer of Sihneft. who will per- 
form the same job in Yuksi. 

As of January l. Yukos had 
proven reserves of 9.75b n bar- 
rels of oil and Sibneft had 
proven reserves of 4.lbn bar- 
rels. The reserves of Eastern 
Oil. recently bought by Yukos. 
have not yet been audited, but 
they are estimated at 2 .obn 
barrels. 

The creation of Yuksi will 
mean a continuation of tbe 
process throughout the Rus- 
sian oil industry whereby 


shares in oil-producing subsid- 
iaries are consolidated Into 
larger holding companies. 

However, as it announces its 
merger today. Yuksi will face 
pressure from western minor- 
ity shareholders who feel they 
have been given a raw deal. A 
minority investor in Tom- 
skneft, a subsidiary af Eastern 
Oil, has summoned an extra- 
ordinary shareholders' meet- 
ing today. 

In a letter to Tomskneft's 
board. Acirota, a US invest- 
ment company, wrote it was 
an "open secret” that some of 
Russia's big oil companies had 
"systematically looted the pro- 
duction subsidiaries of their 
companies through transfer 
pricing schemes, asset sales at 
below market prices and other 
questionable transactions with 
affili ates and insiders”. 








Continental shift: the Jordan motor racing team, including top driver Ralf Schumacher (above), is to be sponsored by UK high 
street bank National Westminster. It plans to promote its card services operations in the UK and continental Europe. The rival 
HSBC banking group, principal sponsor of the Stewart team, is using Formula One to promote global brand awareness pore ap 

Singapore invests in Grosvenor 


By Norma Cohen in London 

The Singapore government has 
taken a 25 per cent stake in 
the Duke of Westminster's 
European property bu si ness. 

The move, by the govern- 
ment’s highly secretive invest- 
ment arm. will help Grosvenor 
Estate Holdings - the com- 
pany owned by the Duke and 
his family - in its attempts to 
extend its overseas invest- 
ments. 

The Singapore government 
and private concerns have 
been active investors in UK 
property, but this is under- 
stood to be the first sig ni ficant 


move by government bodies 
into Continental European real 
estate. 

Paris Properties Private, a 
business affiliated to Govern- 
ment of Singapore Inves tm e n t 
Corporation Private iGIC). has 
taken the stake in Grosvenor 
First European Property 
Investments (GFEPI). a com- 
pany formed by Grosvenor for 
its continental property invest- 
ments. 

GIC and its affiliate, tbe Cen- 
tral Provident Fund, have sig- 
nificant investments in listed 
and unlisted equities, bonds 
and properties around the 
world. 


In November. Grosvenor 
announced the sale of a portfo- 
lio of properties at some of the 
most prestigious addresses in 
central London, mostly to 
raise finance to expand on the 
Continent. Already, nearly 10 
per cent of its portfolio is in 
continental Europe. A further 
1 per cent is in Asia, and 
roughly 5 per cent is in the US 
and Australia. 

Grosvenor said it bad been 
investing in continental 
Europe since summer 1996. 
and its GFEPI vehicle now 
holds stakes in four compa- 
nies. It owns 25 per cent of 
Sonae Imobiliaria SGPS. Portu- 


gal's leading developer of shop- 
ping centres, as well as a 9-2 
per cent interest in Societe 
Fonciere Lyonnaise, France’s 
fourth largest listed property 
company. 

It also holds a stake in 
Herman os Revilla SA. owner 
of a high-quality office portfo- 
lio in Madrid, and has formed 
a joint venture with Exor SA 
to expand its holdings of prime 
office properties in main Euro- 
pean business centres. 

Grosvenor has moved to 
expand its own investment 
activities in south-east Asia, 
forming Grosvenor Shaw Asset 
Management in Hong Kong. 


considers 
options for 
drinks arm 


By John Willman, 

Consumer Industries Editor 

Allied Domecq has received an 
approach from at least one bid- 
der interested in buying its 
drinks business, maker of 
Teacher's and Ballantine's 
scotch whisky. Beefeater gin 
and Sauza tequila. 

The spirits and retailing 
group has been in talks with 
several drinks companies since 
the announcement in May of 
the £23bn (S37.5bn> merger of 
Guinness and Crand Metropol- 
itan to form Diageo, the 
world's largest drinks com- 
pany. 

Goldman Sachs, the US 
investment bank that is advis- 
ing on the options, favours a 
joint venture pooling Allied 
Domecq 's drinks interests in a 
joint venture with Seagram, 
(lie Canadian drinks and enter- 
tainment group. 

But Allied Domecq has not 
ruled out a demerger of the 
two halves of its business if 
that would create greater 
value for shareholders. 

Diageo will have more than 
twice the market share of 
Allied Domecq, a full range or 
spirits brands and an almost 
seamless global distribution 
network. It is also expected to 
release more than £2i:>0m in 
efficiency savings through the 
merger of the two head offices 
and the distribution networks. 

The Diageo merger 
prompted a wave of specula- 
tion about a similar tte-up 
between Allied and the other 
large global drinks companies. 
These include Bacardi, the US 
rum-maker that owns Martini. 
JBB. which makes Jim Beam 
bourbon, Pernod Ricard, the 
French group, Suntory of 
Japan and Brown Foreman, 
maker of Jack Daniel's. 

Allied yesterday refused to 
comment on the approach, or 
on a newspaper report that a 
deal with Seagram was immi- 
nent. 

But a joint venture with Sea- 
gram would come closest to 
giving a range of brands that 
could compete with Diageo 
and make equivalent savings. 
Seagram's portfolio includes 
Chivas Regal luxury scotch. 
Absolut vodka and Mumm 
champagne, but lacks a pre- 
mium scotch like Ballantine's. 

An early decision would also 
allow the two to avoid a bid- 
ding war for Dewar's, the num- 
ber one scotch in the US, 
which Diageo must sell by 
June to satisfy tbe regulators. 


Lex, Page 16 


Arthur Andersen 
seeks more time 
to meet charges 


This announcement appears as a matter of record only. 


Ely Jim KeOy in New York 
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17 Philipp are expected to remain 
17 in charge of global markets 
M and- equities, respectively. 
m DMG approached Mr fiar- 
— risen soon after Ms departure 
23 .from BZW. He bad also been 
i® sonnded oai by other conti- 

28 n ental European banks, as 
23 well as by tbe US. 

He also received offers of 

29 I backing for his own boutique 
I corporate advisory business. 


Arthur Andersen will 
tomorrow try to gain more 
time In tbe bitter battle with 
its sister firm Andersen Con- 
sulting - which Is trying to 
split the world's largest profes- 
sional services organisation in 
two. 

In what will be seen as spoil- 
ing tactics by Andersen Con- 
sulting, the company will 
break its silence about allega- 
tions of breach of contract. It 
will lodge documents with 
international arbitrators in 
Paris seeking more time to 
respond to charges that it has 
been unfairly competing with 
Andersen Consulting. 

Late last year, Andersen 
Consulting took its long-run- 
ning $llbn dispute about com- 
petition and governance to the 
International Chambers of 
Commerce (ICC) seeking con- 
tractual freedom from the 
long-established Arthur Ander- 
sen. 

Arthur Andersen will tomor- 
row dispute that the claim can 
simply be heard by arbitrators 
at the Paris-based ICC, arguing 
that many of its member firms 
are still contractually bound 
by long-established Swiss arbi- 
tration laws. 

Its response to Andersen 
Consulting's 50-page claim to 
the ICC will initially come 
from each of more than 100 
member firms worldwide, 
rather than in a consolidated 
form from Arthur Andersen. 

Arthur. Andersen had 30 
days to respond to the claim 
and it will meet its deadlines, 
but It is understood that it will 
argue that Andersen Consult- 
ing had been preparing Its 
>* 


unexpected claim for several 
months and it wants similar 
treatment. 

That raises tbe prospect of a 
prolonged legal dispute before 
arbitration can begin. 

While Arthur Andersen is 
prepared to go to arbitration, it 
is understood that it wants 
these legal points cleared first 

- particularly those regarding 
the complex global structure of 
the firm. “We will eventually 
rebut their claim - and lodge 
counter-allegations and a 
counter-claim,” said a partner 
in tbe US. 

Arthur Andersen says it is 
an organisation of separate 
national firms collected 
together on a global basis to 
market services. 

Andersen Consulting has 
been able to react to the crisis 
more quickly because its firms 

- which do not provide ser- 
vices such as audit and so are 
largely unregulated - can co- 
ordinate tactics more easily. 

The claim may dissolve into 
more than 100 separate 
actions. Andersen Consulting 
Is likely to resist fiercely that 
route to arbitration. It wants a 
single claim heard by the ICC, 
so that it can achieve its free- 
dom quickly. 

Andersen Consulting's claim 
is believed to concentrate on 
alleged breach of contract in 
the UK and US firms. Arthur 
Andersen may be seeking to 
split the claim and to frustrate 
Andersen Consulting's ambi- 
tions to be free of all contrac- 
tual links with its sister firms. 
It may also eventually dispute 
the legality of the San Fran- 
cisco meeting. 
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COMPANIES AND FINANCE 


Privatisation plan by satellite operators I Shell explains 


By Christopher Price 

Inmarsat and Eutelsat, two 
of the world's biggest satel- 
lite operators, are consider- 
ing an initial public offering 
next year after abandoning 
their co-operative ownership 
and restructuring as private 
companies. 

Analysts said the com- 
bined valuations on the 
highly profitable businesses 
would most likely be in 
excess of S3bn and would 
result in large returns for 


their shareholders. These 
Include some of the world's 
biggest telecommunications 
groups, such as British Tele- 
communications, which has 
a 22 per cent stake in Euiel- 
sat, and an S per cent share 
of Inmarsat Comsat of the 
US is Inmarsat's largest 
shareholder, with 23 per 
cent 

The companies are eager 
to raise funds to expand 
their satellite coverage. A 
huge increase in demand for 
satellite services has been 


driven by television and 
multimedia services, such as 
the internet 

At the same time, commer- 
cial satellite operators have 
emerged and have begun to 
eat into the market domi- 
nance enjoyed by the co-op- 
erative organisations, Inmar- 
sat Eutelsat and Intelsat 

"These organisations were 
designed in another age,” 
said Geoff King, satellite 
strategy manager for BT and 
chairman of the Inmarsat 
shareholder council. They 


are too slow and bureau- 
cratic to compete with pri- 
vate enterprise.” 

Privatisation would allow 
them to raise debt and bring 
in shareholders from outside 
the. industry to help fund 
growing capital demands. 
Eutelsat, for example, plans 
to launch five satellites this 
year - doubling its capacity 
- at a cost of $750m. 

Public listings would allow 
investors to realise the value 
of their holdings. Sharehold- 
ers are known to have been 


encouraged by the recent 
valuations given to new sat- 
ellite ventures bn the US 
Nasdaq market 

Pressure for change has 
also come from rival com- 
mercial satellite operators, 
which view the semi-diplo- . 
matic status enjoyed by the 
co-operatives - which means 
that among other benefits 
they do not pay taxes - as 
an anomaly as the global 
telecoms market moves 
towards liberalisation. 

Inmarsat, which has 81 


members. Is the most 
advanced towards its reor- 
ganisation with a share- 
holder meeting due in the 
next two months. Mr King 
said was confident the 
change would be approved. 
Inmarsat reported revenues 
of ¥363m in 1996. Euteisafs 
46 members meet in May. It 
made profits of $140m on 
sales erf $4i5m in 1997. 

If approved, both derisions 
would have to be ratified by 
the shareholders' national 
governments. 


to 


Asia-Pacific countries 
attract bargain hunters 


By Clay Harris and 
Jonathan Ford 

The value of cross-border 
acquisitions in Asia-Pacific 
countries fell by 50 per cent 
in the second half of 1997. 
but western companies 
actively engaged in bargain- 
hunting in the region, 
according to two reports 
published today. 

Although the collapse of 
some local currencies magni- 
fied the decline in dollar 
terms, the number of deals 
also fell in most Asian coun- 
tries. according to an annual 
survey of global takeover 
activity by KPMG, the 
accountancy firm. 

The biggest decline was in 
Japan, with inward corpo- 
rate investment sliding to 
$800m (£490m) against 

$4.7Sbn in 2996. 

Malaysia. Singapore, Thai- 
land, Vietnam and China 
also saw declines in inward 
corporate acquisitions from 
the previous year. South 
Korea. Indonesia and Hong 
Kong achieved increases on 
1996, hut shared in the sec- 
ond-half slump. 

A separate report by Rob- 
ert Fleming, the UK invest- 
ment bank reveals that west- 
ern companies kept buying 
in Asia, while intra-regionai 
deals fell sharply. The value 
of deals by western compa- 
nies actually increased in 


Hot zones for inward 
corporate investment 

Country Value 


1. US 59.82 

2. UK 53.04 

3. Germany 19.83 

4. Netherlands 17.55 

5. France 12.78 

6. Brazil 12.06 

7. Canada 11.56 

8. Australia 11.39 

9. China 10.54 

10. Italy 8.92 

1997 mergers, acquisitions, straiegtc 
investments by foreign companies 
Source: KPMG Corporate Finance 


tbe second half to $6.2bn. 
compared with $5.7bn in the 
first six months. 

Laurence Heyworth, 
emerging markets strategist 
at Flemings, said western 
managers bad seen falling 
Asian equity prices as a 
“once in a lifetime opportu- 
nity”. He added: “In many 
areas, such as hotels and 
cement, assets are actually 
trading at a discount to their 
replacement cost value." 

In 1997 overall, the value 
of cross-border deals into tbe 
Asia-Pacific region fell by 22 
per cent to $47-5bn. against a 
worldwide rise of 21 per cent 
to a record $332.6bn, accord- 
ing to KPMG. It includes 
mergers, acquisitions and 


strategic investments by for- 
eign companies. 

The UK closed the gap on 
the US as the most attractive 
destination for such cross- 
border deals. Acquisitions of 
UK businesses by foreign 
companies reached a record 
$53bn in 1997, compared with 
$59.8bn spent in the US. 

They had also ranked first 
and second in 1996, when the 
US attracted $7D.6bn invest- 
ment and the UK $39J2bn. 

KPMG said the buying 
spree in the UK was part of a 
surge in activity in Europe 
ahead of economic and mon- 
etary union. 

Stephen Barrett, head of 
M&A at KPMG Corporate 
Finance in London, said: 
“We expect Britain to 
remain the most powerful 
magnet in Europe for the 
foreseeable future. There is 
every chance that, despite 
its much smaller economy, it 
will overtake the US this 
year as the world’s favourite 
country for international 
corporate acquirers.” 

Flemings said total cross- 
border M&A activity into 
emerging markets more than 
doubled to S67bn in 1967. Of 
that. Latin America 
accounted for $29bn, emerg- 
ing Europe saw deals worth 
$20bn. while Asia lagged 
behind with about $ 18 bn. 

Hope for Asian M&As, p27 
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Wrapped up in his work: GiDes Sflberman of Canval 






French bedmaker nestles down 

Canval Industries, the French upholstery and furniture group listed on the 
o ver-the-co on ter market in Paris, will today announce the acquisition of its third UK 
bedding company, writes David Blackwell. It is paying cash for Nestled own, a private 
company based in Kent. The price will not be disclosed, hut is understood to be well below 
Nestledown’s annas] turnover of £20m. GOles Silbennan of Caaval said yesterday that tbe 
acquisition would bring the group “closer to its stated goal of establishing a leading 
presence within the European bed market.” 

Canval, which has total annnal sales of about £200m, is making the purchase through 
Continental Sleep Holdings, its UK company which already owns Sleepeezee and CnmfQnx 
Beds. The deal will lift OSH'S total sales to more than £50m a year, puttin g it third in the 
UK bed market behind Sflentnight and Akspnmg, both listed on the stock exchange. 

Gerald Rain gold, deputy chairman of Dawuay Day, Canval's UK advisers, said further 
bolt-on acquisitions would be considered as consolidation continued In the market. 
Another option under consideration was the flotation of the UK bedding business in the 
next 12 to 18 months. 


By Robert Corzine 

Royal Dutch/Shell has held 
its first meeting with institu- 
tional shareholders to 
explain controversial new 
policies on - environmental 
and social responsibilities. 

Mark Moody-Stuart, chair- 
man of Shell Transport and 
Ttading, the UK arm of tbe 
Angio-Dutch group, said the 
good attendance at a recent 
London meeting was proof 
that institutions were keen 
to understand the n on-finan- 
cial side of Shell's business. 

The company has been 
heavily criticised in recent 
years over its environmental 
and human rights record. 

Last year it announced 
changes to the way it con- 
ducts its business, and for 
the first time made explicit 
its commitment to promote . 
basic human rights in the 
countries where it operates. 

Shell denied that the meet- 
ing with institutions was 
intended to head off another 
attempt by pressure groups 
to force the company into 
adopting stricter environ- 
mental and social policies. 
Last year Pirc. the UK corpo- 
rate governance pressure 
group, received the backing 
of several institutional inves- 
tors for a resolution calling 
on Shell to adopt tougher 
policies and more stringent 
reporting practices. 

Mr Moody-Stuart said he 
was “reasonably relaxed” 
about the prospect of 
another critical resolution 
emerging this year. 


He disagreed -with the- 
argument that institutional 
shar eholders were pot. inter- . 
ested in issues soi%a5 social 
responsibility- He also dis- 
missed suggestions that an 
emphasis on. such issues 
could impair' Shell's finan- 
cial performance. T don't 
think there is a ftmriamental 
conflict between financial 
performance and . ‘soft’ 
issues,” he-. said. "Many 
shareholders want outstand- 
ing financial returns in a 
way they can feel proud of 
or comfortable with.’’ 

Although he had worried 
that the. presentation .to 
investors would wind up 
being “two and a half hours 
of motherhood and good 
Intentions,” he -was satisfied 
that it had sparked biff 
lengthy questioning and 
debate. 

Shell was also making 
progress in preparing . its 
first report on .the financial . 
environment and social 
aspects of itis global 
operations. The company 
has asked a number of NGOs 
what they want to see in the 
report, and although many 
are “sceptical to -suspicious 
about the outcome, at . least 
they are taking part . in the 
process,” said Mr Moody- 
Stuart : ,V 

He said Shell's derision to 
involve itself more deeply in 
environmental and social 
issues had been greeted with 
dismay by other large inter- 
national companies: The 
others say you must be out 
of your tiny heads." 


Pearson looks at 
Future auction 


Air France heads for partial sell-off 


By David Owen in Paris and 
Vincent Boland in London 

The French government has 
set the ball rolling for the 
partial privatisation of Air 
France. Up to 50 investment 
banks last week submitted 
initial presentations for the 
roles of adviser to the gov- 
ernment and lead manager 
on the deal. 

This could result in up to 
30 per cent of the carrier's 
capital being sold in what is 
set to be oue of the flagship 
European privatisations of 
1998. 

“All the big names were 
there. This is going to be one 
of the most publicised deals 
of the year if it happens,” 


one investment banker said. 
The mandate is unlikely to 
go to a single bank, however, 
and if previous practice is 
upheld a French hank will 
have a leading role. 

Ministers have given clear- 
ance for the sale of a minor- 
ity stake in the group, which 
recently gave new evidence 
of its financial tumround by 
unveiling tripled interim 
profits of FFrl.76bn ($280m). 

The company plans to 
offer about 20 per cent of its 
capital to staff, leaving 
about 30 per cent for other 
buyers. It remains uncertain 
whether it will seek to 
exchange shareholdings with 
other international carriers, 
such as Delta Air Lines and 


Continental Airlines of the 
US, with which it has part- 
nership agreements. 

Patrice Durand, the carri- 
er’s vice-president, finance, 
recently indicated it might 
take advantage of the 
planned partial privatisation 
to increase capital. The deal 
is not expected before June. 

The Socialist-led govern- 
ment of Lionel Jospin has 
appeared less hesitant about 
sanctioning disposals of pub- 
lic assets since last autumn’s 
successful sale of a minority 
stake in France Telecom, the 
former monopoly operator, 
in the largest French Initial 
public offering. 

The Air France deal may, 
nonetheless, stoke up contro- 


versy in a country not used 
to seeing its core public ser- 
vices pass even partly into 
private hands. Already, the 
SNPL pilots' union has 
demanded tbe withdrawal of 
proposals to offer about half 
the shares earmarked for 
employees to pilots in return 
for a 15 per cent pay cut. 

One banker said last week 
that an audit to study the 
feasibility of the shares-for- 
salary cuts proposal would 
have to be completed by the 
end of May, although the flo- 
tation is not thought to be 
dependent on the stake 
being sold to staff. 

Air France’s book value is 
understood to be about 
$12bn. 


Happy winter’s tale 
for New Look shops 


By David Blackwefl 

New Look, the women's 
wear chain of 430 shops 
which is one of the UK’s 
fastest-growing retailers, 
boosted like-for-like sales by 
10 per cent in the seven 
weeks to January ID. 

Total sales were 21 per 
cent higher than previously, 
including sales from more 
than 40 shops opened since 
the end of March. 

Tony Collyer, finance 
director, said yesterday that 
Christmas trading had been 
spread over a longer period, 
but had stayed “fairly 
healthy" in the new year. 


The group still intended to 
float in the next two years, 
but there was no timetable. 

The figures follow state- 
ments earlier this month by 
Burton Group, the UK’s sec- 
ond largest clothing retailer, 
and Monsoon, the fashion 
retailer that is coming to the 
market. Burton's total sales 
rose 7.6 per cent in the 18 
weeks to January 3. 

Monsoon, announcing a 5 
per cent rise in first-half 
sales in its draft prospectus, 
reported strong like-for-like 
improvements in the last 
few days before Christmas, 
with the trend continuing in 
the winter sale. 


By David Blackwefl 

Pearson, the media company 
that owns the Financial 
Times, is looking at a possi- 
ble auction of Future Pub- 
lishing, the consumer maga- 
zine division, which might 
fetch up to £150m. 

Apax is among venture 
capitalists known to be 
interested in the business. It 
said yesterday that it had 
cast an eye over Future 
before Christmas, and would 
be interested in looking at it 
a gain . 

"But these things are 
going for very high prices at 
the moment - and price 
would be the biggest issue," 
said the group, which owns 
33 per cent of Quantum, the 
publisher of business maga- 
zines including Media Week 
and UK Press Gazette. 

Pearson said yesterday 
that It did not comment on 
market speculation. 

Future Publishing’s maga- 
zines cover computing, 


music, sports and entertain- 
ment. Titles include Total 
Football and - Classic CD. ' . 

Pearson bought the pub- 
lisher for £52m in 1994. and 
has Invested a further £8m. 
A sale would help to reduce 
group 'debt, which rose to 
£834m last October Rafter the 
£23 2m acquisition of- All 
American, the US television 
production company.-. 

At the time Marjorie Scar- 
dino, Pearson’s chief execu- 
tive. said that despite_ gear- 
ing of 470 per cent she was 
"comfortable” with the level 
of interest cover, but empha- 
sised that debt could be 
reduced through asset sales. 

Pearson is also understood 
to be close to buying for 
£30m Reed Elsevier’s chil- 
dren’s books division, which 
publishes Thomas the Tank 
Engine. •" The acquisition 
would make Penguin - 
which already has Puffin, 
Ladybird and Frederick 
Wame V theleading UK'jwb- 
liflher of chfliirim’s books. 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest 21 CLA. Rosetti Street, sector 2, is offering for 
sale by direct negotiation a 63% of the issued share capital of C AHIRO SA Sdtiem. 


O Registered Office: Bolde^ti-Scaieoi. $os. Ptotegti-Vaiemi de Munte km.9, jud Prahova. 

□ Fiscal Code: 1317849 

□ Registration no. at Commercial Register Office: J29/1 85/1 991. 

□ Issued stock capital according to the latest records 

at the Commercial Registrar Office: 20,125,225 thousand. ROL 

□ Turnover in 1996:10.160,109 thousand. ROL 

□ Net profit, in 1996: 72,614 thousand, ROL 

O Main scope of activity, production and marketing of cardboard, raw cardboard, paper packing. 


Total number of shares ai a nominal value of 25,000 ROL each: 805.009. 

The share ownership structure is as follows: 

% 1 

O Stale Ownership Fund 7080 | 

O Financial Investment Company Banat-Crigana 26.98 I 

O Share ownera through mass privatization 3.02 1 


Advertising release 
for sale of shares by direct negotiation 


The STATE OWNERSHIP FUND, a Romanian 
sale by direct negotiation a 434)96% of the issue 


ablic institution based in Bitch 
share capital of GENERAL 


sector 2, is offering for 




The offer for tbe 63% issued shore capital, Le. 507,156 shares is 4581,713 USD. 

The Company PRESENTATI ON FI LE required for subscription to the offer may be obtained at tbe State Ownership Fund. 
SOF-RDA BUSINESS CENTRE, OFFERS DIVISION of the International Relations Departm e nt. Bucore$ti, Stc STAVROPOLEGS , mo, phone 
04-01/31 10495; 3123130; 3124231 and Sax 04-01/3 12! 841. daily between 8.00 and 1680 hre., at a of U8P USD for foreign citizens or legal 
entities or ROL equivalent at National Bank. exchange rale applicable cm the PRESENTATION FILE purchase date fix Romanian citizens and 
legal entities. 

This sum has to be transfered in advance to tbe State Ownership Fond accounts: no. 53144)0000024230007, in USD at the R omani an Bank 
for Foreign Unde (BANCOREX) for foreign investors, or no. 1510980000697, in ROL at the Romanian Bank for Devdopment-Buchaiest 


Branch (BRD-SMB) for Romanian investors. 

The minimal environmental conditions accepted for CAHERO SA Sc&eni are included in the company PRESENTATION FILE. 


THE PRESENTATION FILE will be released on presentation of: 
O a copy of the payment order fra- da prcsauaiion file; 

□ identity card (or passport for foreign dozens k 
O certificate from the bidding ctxnpanv. 


In order to participate in the negotiations, bidden are required to present evidence of putting at the Seller’s disposal a guarantee 
of a participation if. 1846,418 thousand ROL or 137,452 USD as follows: Romanian citizens or legal entities may pay ca* 
to the State Ownership Fund, to account no. 4001680900313 at the Romanian Bank for Development- Bucharest BrarafBRD- 
SMB): foreign ririrem or legal entities may pay cash, to foe State Ownership Fond, to account no. 5314-00000024230007, in 
USD, at foe Romanian Bank for Foreign Trade (BANCORBXfc alternatively the bidders may, mstznct foe bank- where they hold 

their account to release an unconditional bank guarantee valid for 45 days. 

Bidders should submit the PURCHASING OFFER and the Hryimvn/s stipulated fay Government Derision (HG) no. 457/1997 
article 26, published fo "Motutorul oficiaT no. 213/28.08.1997 to the State Ownership Fund, Offers Division at foe above 
mentioned address, in a staled envelope, prior to 16 Feb. 1998, 1686 Ins. (from deadline for submission). 
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State boost for Credit Fonder 


By Andrew Jack in Fans 

Credit Fancier de France, the 
state-owned specialist property 
lender, Is to receive a financial boost 
from the government* just as it 
enters negotiations for a partnership 
with potential investors. 

The French government on Friday 
announced reforms to the PAP. a 
housing loan for those on low 
incomes, which provides a large pro- 
portion of Credit Foncier 's business, 
estimated to cost FFrlbn to FFr2hn 
(S163m to $327m) over 10 years. 

The changes come just ahead of 
the opening of the “data room** from 
today organised by Deutsche Morgan 
Grenfell. Credit Fancier's banking 


adviser, in an effort to find a partner 
willing to recapitalise the institution 
and keep H alive. 

Dominique Strauss -Kahn, econom- 
ics, finance and industry minister, 
unveiled reductions in the interest 
rate on the PAPs. from mare than 10 
per cent to 7 per cent, to come into 

effect in the next few weeks. 

He stressed that the measures 
were designed to help ease the finan- 
cial difficulties of an estimated 
500.000 clients on low incomes who 
were still paying high interest rates 
on thpir borne loans. 

The action should also reduce 
pressure from existing holders of 
PAPs to seek early reimbursement 
in an effort to avoid high interest 


charges in the light of lower rates 
available from commercial banks. 

The reimbursements were eating 
into the commissions paid fay the 
state and reducing the loan portfo- 
lios of PAPs held by two institutions: 
Credit Foncier and Comptoir des 
Entrepreneurs, another specialist 
property lender balled out by the 
state and now controlled by AGF, 
the insurance group. 

However, the modifications could 
trigger additional administrative 
charges fur the two institutions and 
the French government, since Mr 
Strauss-Kahn stressed on Friday 
that no PAP clients should be 
required to pay for the restructuring 
nf their loan. 


PAPs were introduced in 1977, and 
were phased out by 1995. Their 
replacement by other housing 
finance products available 
throughout the Preach banking 
network weakened the position of 
Credit Foncier de France and helped 
precipitate a crisis in the group 
which led to it being taken over by 
the state in 1996. 

Jerome Meyssonnier, the new 
“governor" appointed to head the 
institution, estimates that Credit 
Foncier requires a capital injection 
of FFr2.5fan-FFr3bn to bring it to 
adequate solvency levels, and a fur- 
ther FFrS.Gbn to reimburse a loan 
made in order to finance the take- 
over by the state. 


Peugeot-Citroen set to pool costs 


L ast year was Ren- 
ault's year. Tbe clo- 
sure of its Belgian fac- 
tory at Vjfroorde and its 
drive to reach a two-year tar- 
get of cutting production 
costs by FFr3.000 (5490) a car 
meant the French car- 
maker's attempts to improve 
efficiency were seldom out of 
the public eye. 

This year will be the turn 
of Peugeot-Citroen, Renault's 
main French rival, to com- 
mand attention. Jean-Martin 
Folz. the recently installed 
president who faces the diffi- 
cult task of succeeding Jac- 
ques Calvet, a European 
motor industry institution, 
is expected soon to 
announce an important reor- 
ganisation. 

Details of the changes are 
a closely guarded secret, but 
one of the main thrusts is 
likely to be to increase the 
extent to which the group's 
factories specialise by plat- 
form rather than by marque. 

At present, the vast major- 
ity of the group's French 
assembly plants are dedi- 
cated either to one marque 
or the other: Citroen at 
Rennes and Aulnay, Peugeot 
at Sochaux, Mulhouse and 
Poissy. Vigo in Spain is one 
of the few factories that 
assembles both. 


Mr Folz has already given 
a strong hint of bis plans to 
employees, arguing that the 
group “must pursue the 
pooling between Automo- 
biles Peugeot and Automo- 
biles Citroen of everything 
that is not linked to tbe 
marque or to clients". 

Analysts expect the mar- 
ket to respond favourably to 
the announcement. The need 
to cut costs is widely recog- 
nised. Though first-half 1997 
results were better than 
expected, the group's operat- 
ing margin was scarcely 
above 1 per cent. 

The French manufacturers 
were hit hard last year by 
the depressed domestic mar- 
ket, where new car registra- 
tions were the lowest for 
more than 20 years. But 
Sabine BJOmel. European 
motor analyst at IM1 Sigeco 
in London, expects only a 
modest improvement in 1998, 
with earnings per share ris- 
ing to FFr31 after a projected 
FFr28 in 1997. Other analysts 
argue that the restructuring 
is coming very late com- 
pared with some of tbe 
group's main competitors. 

There are also doubts 
about whether Mr Folz's 
actions will address longer- 
term problems. These are 
said to be three-fold. 


Peugeot-Citroen 

ShHre price {PTrj 
6GC 



First, Peugeot- Citroen is 
believed to be too dependent 
on western Europe. It is 
seeking to address this, in 
part, by announcing plans 
for a big Investment in the 
Brazilian state of Rio de 
Janeiro. 

However, once again, it is 
thought to be acting very 
late compared with its 
rivals, which have invested 
heavily in South America in 
recent years. 

Second, observers worry 
that Peugeot-Citroen may 
have lost its ability to pro- 
duce exciting cars - an 
alleged weakness made all 
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the more glaring by the suc- 
cess enjoyed last year by 
Renault's Megane Scenic. 
Tbe scheduled replacement 
for the Peugeot 205, due later 
this year, is seen as crucial. 
In Ms Blilmel's words: "they 
have to get it right." 

Certainly, the reputation 
for inspired idiosyncracy 
Citroen enjoyed when Gen- 
eral de Gaulle was being 
driven around in a sleek, ele- 
gant Citro&n DS is reckoned 
to have gone. 

Analysts also worry that 
tbe brand differentiation 
between the two marques 
has become inadequate. 


Keith Hayes, motor indus- 
try analyst with Goldman 
Sachs, argues that Peugeot 
and Citroen have become 
"barely distinguishable”, in 
contrast to. say. Germany's 
Volkswagen, whose brands, 
be says, are targeted at dif- 
ferent groups. 

To make his task harder. 
Mr Folz does not have tbe 
luxury or time on his side. In 
1999. the restrictions on Jap- 
anese exports to the Euro- 
pean market are due to dis- 
appear. Last year's 12.4 per 
cent increase in Japanese 
new car registrations - ver- 
sus growth of 4.5 per cent for 
the overall west European 
market - is seen as a sign of 
thing s to come. 

Although Japanese compa- 
nies have had little success 
in penetrating the French 
market, Peugeot-Citroen and 
Renault are expected to 
come under pressure when 
the restrictions are lifted. 

“Peugeot-Citroen and Ren- 
ault are in the medium term 
very vulnerable to a reason- 
able level of Japanese pene- 
tration in the French mar- 
ket ” says Mr Hayes. “The 
Toyota decision to locate 
there is a sign that the screw 
is beginning to turn." 

David Owen 


Kirch, Bertelsman move against US 


Frederick ^Stfiderna nn ' 
in Berlin 

Kirch and Bertelsmann, the 
German . broadca sting 

groups, are seeking to 
restrict the Influence of US 
film studios from Premiere, 
their proposed digital 
pay-TV venture. 

Flans drawn up by the two 
companies, which are await- 
ing clearance from the Euro- 
pean Commission for their 
merger, show that Kirch and 
CLT-Ufa. the Luxembourg- 
based media group in which 
Bertelsmann owns a 40 per 
cent stake, will try to stop 
Hollywood studios taking up 
options to acquire, equity 
stakes in Premiere. 

If they cannot exclude the 
studios, Kirch and CLT-Ufa 


say they will seek to ensure 
board decisions at Premiere 
can only be made with tbeir 
votes. 

The studios were given 
equity options In programme 
output deals with Kirch and 
CLT-Ufa two years ago, 
when the two companies 
were trying to establish rival 
digital pay-TV ventures. 

Kirch made commitments 
estimated to total DMIObn 
($5.47bn) after signing deals 
with Paramount, Columbia, 
Universal, Warner and Dis- 
ney. CLT-Ufa signed deals 
with Fox and Dreamworks. 
This gives them a near 
monopoly on the pay-TV dis- 
tribution of US Elms and 
television programmes. 

But the output deals are 
also one of the biggest finan- 


cial problems affecting the 
development of digital 
pay-TV in Germany, which, 
according to Kirch and CLT- 
Ufa. could become a market 
generating DM2.9bn in sales 
within five years. 

Kirch's commitments to 
Hollywood were calculated 
an the basis of "subscriber 
guarantees”. The studios are 
paid a set fee per pay-TV 
subscriber. To ensure a mini- 
mum return, the studios 
were given guarantees on 
the number of subscribers. If 
the projected figure was not 
met, then Kirch would make 
up the difference. 

Since launching its digital 
pay-TV network DF-1 in 
1996, Kirch has fallen dra- 
matically short of projec- 
tions for subscriber num- 


bers. The resulting financial 
burden was one of the main 
reasons for its decision to 
make peace with CLT-Ufa 
and refocus on developing 
digital pay-TV around Premi- 
ere, a subscription channel 
that currently uses analogue 
technology and has over 
1.5m subscribers. 

CLT-Ufa will pay Kirch 
DM500m for losses incurred 
in launching DF-1. In return, 
Kirch will close DF-1 and 
provide programming to 
Premiere. CLT-Ufa has also 
agreed to take on half the 
burden of tbe commitments 
made to Hollywood as well 
as "carriage deals" which 
allow some studios to put 
their own television chan- 
nels on the German digital 
pay-TV platform. 


In a series of 'position 
papers sent to the European 
Commission, copies of which 
have been seen by the Finan- 
cial Times, Germany's fed- 
eral cartel office has advised 
the Brussels authorities to 
block the deal on the 
grounds that it will not only 
create a monopoly in digital 
pay-TV but also an oligopoly 
in advertising-funded 
free-TV. 

Between them, Kirch and 
CLT-Ufa control most Of Ger- 
many's free-TV. The two 
companies say "strict bound- 
aries” have been set between 
pay and free-TV. 

The cartel office, however, 
believes there is a real dan- 
ger that the two companies 
will coordinate their use of 
programming. 


Ford plans 
Russian 
joint 
venture 


By Haig Simonlan, Motor 
Industry Correspondent 

Ford Motor, the world's 
second biggest carmaker, 
will join the growing list of 
motor manufacturers target- 
ting Russia with plans for a 
Si 50m factory near St 
Petersburg. 

The joint venture, which 
still has to be finalised with 
local and regional authori- 
ties, envisages building up 
to 25,000 vehicles a year in 
the first phase. Ford said the 
project bad the potential to 
be expanded. 

The vehicles will be built 
at the pfant of Russky Dizel, 
a big engineering group that 
makes non -automotive die- 
sel engines for products 
from lawnmowers to ships. 

Ford, which will use part 
of Rossky Dizel 's facilities 
at Vsevolozhk, in the Lenin- 
grad region, hopes to con- 
clude detailed negotiations 
by the middle of this year. 

The project is Ford's bold- 
est step in the region since 
setting up kit assembly 
plants in Poland and Bela- 
rus. Unlike those factories, 
however, the planned Rus- 
sian plant will have full 
press and paint shops. , 

Ford's move follows activ- , 
ity by other carmakers in 
Russia in recent months. ' 
General Motors is setting up 
a car plant in north-western 
Russia, near the Finnish 
border. The move is expec- 
ted to be a first step towards 
building vehicles at the 
Togliatti plant of AvtoVAZ, 
Russia's biggest carmaker. 

Late last year. Fiat agreed 
to make up to 150,000 cars a 
year in a joint venture with 
GAZ, another large vehicles 
group, and Renault joined 
forces with the Moscow city 
authorities to build cars at 
the ailing Moskvich plant. 

Ford said it had been 
looking at options in Russia 
for some time, but declined 
to indicate which models 
might be produced. 

Most competitors have 
chosen small saloons. Imply- 
ing Ford will opt for Its 
Escort range. The current 
Escort will be replaced this 
year, though it will remain 
in production until 2000 in 
the UK. Ford may then 
transfer Escort production 
to Russia, retaining the 
option of building the new 
version there instead. 

The company declined to 
indicate its potential local 
partners in the joint ven- 
ture. The most likely are 
Russky Dizel and tbe 
regional authorities. 

• CRTs Adam Opel unit is 
expected to announce tomor- 
row details of its long-term 
employment plans in Ger- 
many. Local unions fear 
substantial job cuts to 
reduce costs but the deal is 
expected to avoid compul- 
sory job losses while envis- 
aging a big reduction in the 
workforce over time. 


Accountancy 
deals prompt 
EC concern 


By Emma Tucker in Brussels 
and Jim Ketty in London 

The European Commission 
is expected to indicate that it 
has serious competition con- 
cerns about the proposed 
merger of global accoun- 
, tancy firms Price Water- 
house and Coopers & 
Ly brand this week, when it 
opens a full anti-trust inves- 
tigation into the deal. 

The announcement, fol- 
lowing a preliminary one- 
month probe of the merger, 
will give Brussels a further 
four months to decide 
whether to block the deal or 
dear it with conditions. 

“Karel Van Miert [the 
competition commissioner] 
has a lot of problems with 
it." said an official. 

A second accountancy 
merger, involving KPMG 
and Ernst & Young, is also 
likely to be subjected to a 
detailed anti-trust investiga- 
tion, but at a later stage. 

“There are differences 
between the two mergers but 
not enough to justify open- 
ing a second-phase investiga- 
tion into one. and not into 
the other,'' said on official. 

Although both cases will 
be subject to tbe legally 
binding deadlines of the 
Commission's merger regula- 
tions. Brussels hopes to co- 
ordinate its investigations, 
making references to tbe 
impact of one merger in its 
assessment of the other. 

While tbe four firms 
involved are making 
attempts to differentiate the 


mergers, privately they 
accept tbe Commission will 
look at them in tandem. 

“We expect to go to stage 
two - and we expect them to 
look at the competition 
issues which we acknowl- 
edge are there - although 
there may be some borse- 
trading later." said an execu- 
tive at one of the firms. 

All four have begun lobby- 
ing the Commission. PVV and 
Coopers' are likely to claim 
their merger is a natural 
commercial fit. hoping to 
contrast it with what they 
see as a knee-jerk response 
from KPMG and E&Y. 

KPMG and E&Y will argue 
their merger has a genuine 
European dimension - with 
a headquarters in Amster- 
dam and a UK chairman and 
chief executive. They hope 
to contrast that with what 
they see as US domination of 
the other merger. 

All four hope that US regu- 
lators at the Department of 
Justice will signal their 
backing for the mergers 
within a month. There are 
fears that if the mergers go 
ahead professional self-regu- 
lation could be in jeopardy. 

At tbe weekend, the US 
Public Oversight Board indi- 
cated that it had concerns 
about tbe mergers. 

Jerry Sullivan, executive 
director, said: “The mergers 
could challenge self-regula- 
tion as we know it today.” 
He said a reduction of tbe 
Big Six firms to a Big Four 
would require alteration of 
the current system. 


Pegasus Gold in 
bankruptcy filing 


By Nikki Tatt in Chicago 

Pegasus Gold, the North 
American gold producer, has 
become the Hist big victim 
of the plunge in gold prices, 
filing for Chapter ll bank- 
ruptcy protection in the 
Nevada courts. 

The company has been in 
talks with bankers over a 
restructuring of its $200m 
debt for several months, but 
now says **, no significant 
progress was being made in 
those discussions". 

Instead, under Chapter 11 
procedures, a court will 
supervise Pegasus' efforts to 
reorganise its financial 
structure - which Werner 
Nennecker. chief executive, 
estimated would take a year 
and "possibly longer". He 
said Pegasus hoped to per- 
suade lenders to exchange 
their debt for equity in the 
restructured group. 

Pegasus' main debt facility 
is a $68m revolving credit 
agreement with 11 banks. It 


also has $il5m of convertible 
bonds outstanding, S14m In 
trade debt and $l6m in for- 
eign currency losses. 

Mr Nennecker blamed tbe 
problems on gold prices. 
"With gold prices at IS 1 /,- 
year lows, there wift not be 
sufficient cash-flow to ser- 
vice the company's debt.” 

The bankruptcy filing will 
not have an immediate effect 
on Pegasus' operations. The 
company said its two Mon- 
tana projects - Montana 
Tunnels and Diamond Hill - 
were “viable", even at cur- 
rent gold price levels, 
although it acknowledged 
that the situation at tbe Flo- 
rida Canyon mine in Nevada 
was under review. 

Peps us said that it was 
looking at producing about 
250.000 to 300.000 ounces of 
gold this year. 

The company has already 
suspended operations at Its 
Mount Todd mine in Austra- 
lia, and called in administra- 
tors there last year. 







Advertising release 
for sale of shares by direct negotiation 


sale by direct negotiation a SW7% of tbe issued share capital of MARINI UNELTE SA 


□ Registered Office; Bacdn, Calea. Rcpubbcfi un2Q5. jud. BacAu. 

CTfzscal Code: 550523 

□ Regjsm&loti no. at Commercial Register Office: J04/67/1991. 

O Issued stodt capital, according to the latest records 

at the Ganroercial Registrar Office; 1 8391,900 thousand, ROL. 
G Tbmovcr ml996: 22,166.938 tmgsm*.ROL.' 

£1 •, Nel profit in 1996: (Qti^XXh jhausand, ROL..' :r. . . . 

.D“Mafaaqt^irfaaivfcy:dMBgi£ 
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fjS%X T at tfac ftonwnfcm&ank for Foreign T™fc<BANCUREX); aheraativdy the bidders may Instruct die bank where they bold 
Tf^anajunUto release an onctjoitkwil birak guarantee valid its 45 days. 

Hjftdgrr^ aad.ife documentt stipulated by Government Dedsuw (HGJ'ooi 457/1997 

^ “MarafondofiriaP DO. 213/2&0S.1997 to the State Ownership Food, Offers Division a die above 
mcaioBcdadtte^ Hi a seatedcgwtqx^prior to38 to. 1998, i6M Ins, (from deadline Ear subonsaon). 





Advertising release 
for sale of shares by direct negotiation 

Tbe STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest, 2 J CA. Round Street, sector 2. is offering for 
sale by direct negotiation a 5tk9953I% of tbe issued share capital of MOLDOCIM SA Bicaz. 


□ Registered Office: Bicaz, Str. Ppiarra Corbului nr.80, jud. Neann- 

□ fiscal Code: 206463 

□ Registration no. at Commercial Register Office: 127/3/1990. 

□ Issued stock capital, according to tbe latest records 

at tbe Commercial Registrar Office: 166,848,500 thousand. ROL. 
O Turnover in 1996: 121,822,622 thousand. ROL. 

□ Net profit in 1996: 3,747,904 thousand. ROL. 

□ Main scope of activity, cement production 


Total number of shares at a nominal value of 25.000 ROL each: 6.673,620. 

The share ownership structure is as follows: 

ft I 

O Stans Ownership Fund 60.1484 I 

O Financial Investment Company Mimrenia 02*042 I 

O Share owners through mass privatization + manager 393474 | 

The offer for tbe 5028531% issued share capital, Le. 3*483,233 shares is 5U34J1S3 USD. 

The Company PRESENTATION FILE required for subscription to the offer may be obtained at the State Ownership Fond, 
SOF-RDA BUSINESS CENTRE, OFFERS DIVISION of the International Relations Department, Bucuresti, Sin STAVROPOLEOS. nrJS, phone 
04-01/3110495; 3123130; 3124231 and fax 044)1/3121 84 1, daily between SJ10 and 16.00 hr&, at ajpnceof2jS0 USD for foreign citizens or legal 
wwiriwe or ROL equivalent at National Bank exchange rate applicable on (he PRESENTATION FILE purchase dale for Romanian citizens and 
legal entities. 

This sum has to be transfered in advance to the State Ownership Fund accounts: no. 3314-00000024230007, in USD at the Romanian Bank 
for Foreign Trade (BANCOREX) for foreign investors, or no. 1510980000607. in ROL. at the Romanian Bank for Devetopment-Bucharest 
Branch (BRD-SMB.I for Romanian investors. 

The minimal environmental conditions accepted for SC MOLDOCIM SA are included in the company PRESENTATION FILE. 


TBE PRESENTATION FILE will be released on presentation of: 
D a. copy of the payment order for the presentation file; 


In order to patt i ripate in tbe negotiations, ladders are required to present evidence of putting at the ScDct’s disposal a guarantee 
of a paiticipatKXiLe. 13.029,720 thousand ROL or 1.744J040 USD as follows: Romanian citizens or legal entities may pay 
cash to the State Ownership Fund, to account do. 400168)900313 at foe Romanian Bank for Development - Bucharest Branch 
(BRD-SMB); foreign citizens or legal entities maypy cash, to tbe State Ownership Fund, to account do. 53)4-90000024230007, 
in USD, at die Romanian Bank forForeign Trade (BANCOREX); alternatively the bidders may instruct tbe bank where they hold 
their accoonl to release an unccn^ionalwiik guarantee valid for 45 days. 

Bidders should submit foe PURCHASING OFFER and the documents stipulated by Government Derision fHG) no. 457/1997 
article 26, published in “Moritorol oficiaT no. 2 1 3 / 28 . OS. 1997 to foe State Ownership Fund, Offers Division at foe above 
mentioned ackfress, in a sealed envelope, prior to 26 Jan. 1998, 16J0 his. (from deadline for submission). 
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Consensus of bulls and bears 


Global Mir 
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It is helpful, now and then, 
to take an inventory of the 
conventional wisdom. Here 
is an outline of today’s, as 
captured in the monthly sur- 
vey of hind manager senti- 
ment around the world, car- 
ried out by Gallup for 
Merrill Lynch* 

Fund managers handling 
assets that make up a signif- 
icant proportion of world 
market capitalisation are 
asked a series of questions - 
including whether they 
expect an improvement in 
the general economic situa- 
tion in their own countries. 

The chart shows what hap- 
pens when you aggregate all 
this information, setting 
domestic bulls against 
domestic bears. 

The indicator reached a 
peak in early 1896. when 
four out of five fund manag- 


ers expected their own econ- 
omies to improve. Since then 
it has fallen - steadily at 
first and in recent months 
precipitously, with a speed 
not seen since the Federal 
Reserve raised US interest 
rates in the spring of 1995. 

In the latest survey, car- 
ried out in early January, 
fewer than two out of every 
Hve fund managers expect 
their own economies to 
improve in the near future. 

There is a certain amount 
of national variation in these 
figures. In the US, only 3 per 
cent of fund managers are 
bullish on the domestic eco- 
nomic outlook. In Japan, 60 
per cent of respondents 
expect economic improve- 
ment - but only a little. 
In the rest of Asia, only 
14 per cent are expecting a 
stronger Pacific economy 


COMPANY RESULTS DUE 


Continuing 
price war 
will benefit 
Microsoft 

Microsoft is expected to 
report fourth-quarter earn- 
ings per share on Wednes- 
day of 82 cents, up from 57 
cents in the previous year 
with demand in the US and 
Europe for its Windows NT 
and Office 97 software offset- 
ting slight weakness in 
Asian markets. 

One analyst said its US 
profits had benefited from a 
continuing price war among 
hardware makers, which 
boosted personal computer 
sales and distribution of 
Windows NT. “Microsoft 
software generally is 
included automatically in 
most PCs made by Intel and 
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Abbey National Treasury Services pic 

[incorporated In England wtUi Graded ItabiBy. registered number 2338548) 

Italian Lire 150,000,000,000 
Guaranteed Capped Floating Rate Notes due 2001 

Uneonditlonaly and irrevocably guaranteed by 

Abbey National pic 

[incorporated in England with hrtted lebiSty, registered nuntoer 2294747) 
NOTICE IS HEREBY GIVEN that for the Interest Period 19th 
January. 1998 ro I7ih April. 1998 the Rate of Interest has been fixed 
at 6. 13672% per annum. The interest accruing for such three month 
period will be ITL 75.004 per ITL 5.000.000 Note and ITL 750.044 
per fTL 50.000000 Note. 

The First National 

^ Bank of Chicago y 

\ Agent Bank 


JUPITER TYNDALL GLOBAL FUND, SICAV 

R e gis te red Office: Luxembourg, 13, me Goethe 
HC. Luxembourg B34 533 

DIVIDEND NOTICE 

The Directors resolved to pay a tfividend at US$ 0.003 per share k> 
shareholders of the Philippine Portfolio on record on 15 January 1998 
with an ex-dfvfcfend date of 16 January 1998 and a payment date of 
23 January 1998. 

By order of the Board 


UK GOVERNMENT EURO TREASURY 
NOTE PROGRAMME 

We hereby give notice with respect to the above mentioned 
programme, that with effect from 13 January 1998, Bgnque 
Internationale a Luxembourg has been appointed as the 
Luxembourg-based paying agent at the address given below. In 
addition. Citibank (Luxembourg) SA will continue to act as a paying 
agent to the above mentioned programme until 20 February 1998 
following which it will cease to act as a paying agent to thB 
programme. All communications after 20 February 1998 should be 
directed to: 

Banque Internationale 4 Luxembourg SA 
69 route d'Esch 
L-2953 Luxembourg 
Luxembourg 

Principal Paying Agent 
Customer Settlement Services 
Bank of England 
Threadneedle Street 
London EC2R 8AH 


January 16. 1998 
Citibank 1YA LtMdnn 


CITIBANK* 


(excluding China and 
Japan). 

The same proportion 
expect a stronger Chinese 
economy, a sharp drop from 
the month before. 

In continental Europe, 75 
per cent expect an improve- 
ment in the economy, down 
slightly from the month 
before But is the UK, only 
14 per cent expect the econ- 
omy to strengthen, a halving 
of the December figure. 

So that is the first element 
of the consensus: no strong 
expectation of economic 
growth, except in continen- 
tal Europe. 

The second element of con- 
sensus is more widely 
shared: that the Asian crisis 
will set to rest any fears of 
inflation. Across the world, 
fund managers are even less 
worried about inflation, and 


more optimistic about inter- 
est rates, than they were in 
December. 

US fund managers, for 
example, expect 10 year 
Treasury bonds to be yield- 
ing 5.4 per cent in a year's 
time (compared with the 5.7 
per cent they forecast in 
December, and the 5.53 
recorded at Friday's close). 
Only ll per cent of US man- 
agers expect inflat ion to rise, 
down from 18 per cent in 

December. 

In continental Europe, 
where 27 per cent were 
expecting rising inflation in 
December, the drop has been 
even more marked - only 12 
per cent now expect it Even 
in the UK, where fears of 
inflation are both mare prev- 
alent and (given historical 
performance) well-grounded, 
the mood is optimistic. In 


December. 44 per cent of 
fund managers expected ris- 
ing inflation; the figure is 
now 26 per cent 

So that is the consensus: a 
sluggish global economy, 
rock-bottom inflation, and 
frilling interest rates. This is 
not, you might think, a par- 
ticularly encouraging atmo- 
sphere for equity markets. 

True, falling interest rates 
will make stocks better 
value. But slower economic 
growth and low inflation 
will make it hard lor compa- 
nies to regain pricing 
power. 

Nonetheless, equity mar- 
kets have done surprisingly 
well since those fund manag- 
ers were asked for their 
views. The single most close- 
ly-watched indicator, the 
Dow Jones Industrial Aver- 
age, is down a per cent from 
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a record set in August But 
other iodiras are much mare 
positive. In dollar terms, the 
FT/S&P Actuaries World 
Index is only 6 per cent 
below its 52-week high. 

The broad US indices are 
in even healthier shape: both 
the S&P 5 00 and the NYSE 
Composite are only 2 per 
cent below their all-time 
highs, reached last Decem- 
ber. 

There Is, therefore, an 
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inherent contradiction 
between what fund manag- 
ers are saying and doing. 
They say they are worried 
about economic growth and 
company profits - 46 per 
cent of US fund managers 
told Gallup that the equity 
market is over- valued, and 
none said it was under- val- 
ued. 

Yet the market, which 
reflects the sum of their indi- 
vidual actions, continues to 


reflect a high level of confi- 
dence in the future: the 
world price/earaings ratio, 
as calculated by I/B/E/S, was 
a healthy 18 in December. 
Well, there is no law which 
says the consensus has to be 
internally consistent 
* Merrill Lynch Gallup Global 
Survey, Bijal Shah and Tre- 
vor Greetham, Merrill Lynch, 
London +44 (0) 171 773-1516. 

peter.martin@ft.com 
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Compaq Computer,” he said. 
“When major PC makers cut 
their prices. Microsoft 
doesn't have to. It still gets 
$45 for every piece of soft- 
ware shipped in each new 
PC." AFX. New York 

■ Compaq Computer is 
expected on Wednesday to 
report fourth-quarter earn- 
ings per share of 83 cents (66 
cents), thanks to healthy 
overall demand across its 
product range and cost and 
inventory improvements. 

Analysts said Compaq's 
acquisition of Tandem last 
year had expanded its busi- 
ness product range, and esti- 
mated third-quarter sales of 
Compaq's Proliant servers, 
technics INT workstations 
and Tandem products grew 
36 per cent. AFX New York 

■ Bankinter, the Spanish 
bank, is expected to report 
tomorrow 1997 net profits 
after minorities of Ptal8^bn- 


Ptal8.9bn t$i22.7m) com- 
pared with Ptal7.14bn. 

Earnings growth will be 
fuelled by lower loan loss 
provisions, strong commis- 
sion income and further 
gains in profit from treasury 
operations. AFX Madrid 

■ International Business 
Machines is expected tomor- 
row to report fourth-quarter 
earnings per share of $2.15, 
compared with $1.97. Ana- 
lysts said share buy-backs 
and cost management efforts 
were likely to outweigh a 
stronger dollar and fiat sales 
in Japan. The stronger dollar 
is expected to have cut reve- 
nues by about 6 per cent and 
foreign exchange losses may 
erode earnings per share by 
20-25 cents. AFX New York 

■ Analysts expect US oil 
companies' earning in the 
fourth quarter to December 
to be mostly lower than a 
year ago because of declines 
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LEGAL NOTICES 


IN THE MATTER OF 
PROVIDENT MUTUAL 
DEVELOPMENTS LIMITED 
FROVTDEST MUTUAL LIFE 
ASSURANCE LIMITED 
PROVIDENT MUTUAL INVESTMENT 
ADVISORS LIMITED 
red 

IN THE MATTER OF 
. THE INSOLVENCY ACT 1986 
NOTICE IS HEREBY GIVEN fXirvum lo 
mica 4.I82A «nd II J of the Inulicncy Rules 

lijfo. dm Ihc Ijqoubitnr of Ifae abenr company 

Mends lo nuke a dMnbutkai to the octfitoft 
of the conpany »iilun four moods from 
12 February !9*W Crafirors are required to 
wtanrl full detail of Ibcir cleans to the 
liquidator ji KPMG, I The Embankment. 
Neville Street. Lee ds LSI SQtl on nr before 
12 February |Wa which is the last day far 
proving clams. The full details of claims, 
refarcu lo above, must include die creditor's 
same and address, ibe amoux of the clans and 
particulars of how and when the det* was 
mourn! by the cotrqoo}. 

Nouce a also given that the intended 
distribution s a ftual (httrihulon 2 nd will be 
mode without itpml to any dorms not mod? 
by the last day for proving claims. All funds 
remaining in the fiquutatDr 's hands following 
tbc final distribution to creditors dull be 
dbnfiued a? iharehokfcre abKdotely. 

Note: the compewy Is eble to pay all its known 
creditors in foil. 

Doe 22 December IfT 
GR Adams 

iMpridotta 


COMPANY NUMBER: l«N633 
NAME OF COMPANY: 
PROVIDENT MUTUAL 
DEVELOPMENTS LIMITED 
Nature of Suriarw: 
ftoperty efcvel opniatt . 

Type of Uqniilallou- Me mb er . 

Addrsm af rr ap sSfTTd office.- 
I The Embodiment. 

NcrIDe Sires. 

Leeds LSI 40W. 

Uqutdalsrfsl aametslaudaddremfrii: 
Geoffrey Rouen Adams. KPMG, 

I The Embenkmem. Nevillo Street 
Leeds LSI 4DW. 

Office bolder mretberfil: 5291. 

Dmr of appola burnt 22 December 1997. 
By whom appointed: Metrtai 


COMPANY MOSER: 8870 
NAME OF COMPANY: 
PROVIDENT MUTUAL LIFE 
ASSURANCE LMTIED 

Nature o f Bioiaesc 

Ordmaty long ism insurance. 

1>pr at Lkpfe h ai MuiRi u a. 

AddreM of reghaned office: 

I The Embankment 
NeriDe Street 
Leeds LSI 4DW! 

Liquidator^) uarectsl and adteOHesh 
Geoffrey Rouen Aduna. KPMG. 
j The Sifenfane re . Neville Street 
Leeds LSI 4DW. 

Office holder BBabBtsh 5391. 

Date of appaantaeBi; 22 Decanter I W. 
By wfaoat appointed: Members. 


COMPANY NUMBER: 227206 
NAME OF COMPANY: 
FKOVID&iT MUTUAL 
INVESTMENT ADVBOSS LIMITED 
Nature of Badnesr 
Pchskh scheme irrresoncat advice. 

Type of Liquidation: Members. 

Address of registered office: 

I The Emfaaikman. 

Neville Street 
Leak LSI 4DW. 

LiqaidaUsIsl — limn) and oddnsctcsl: 
Goo/Frey Rouen Adana. KPMG. 

I The Embankment Neville Street 
Leeds LSI 4DW. 

Office bolder oonrixrtsi: SSI. 

Dale of appo intm e nt 22 December 1997. 
By wham appointed: Members. 


To Advertise Your 

Legal 

Notices 

Please contact 
Melanie Miles on 
Tel: +44 171 873 3349 
Fax: j~44 171 873 3064 


The Impact of International Money 
Laundering Legislation 


A grwad brvaJaag management report 
The Impact of lateniarioaal Money Laundering Legislation examines the 
mie meaning of. mi motivation behind, this new body of legisUtion and 
addresses questions you should be asking about: 


-Training 
’EULcgHatSoa 
■ Enforcement 


• Tax E radon 

* Enforc e nsenl 

■ Cyberbmadering 


To oidef W for more information please contact 
FT Finance today onTd+44 (01171 896 2279. 
fits «44 fO»I7J 896 2374. 

For a brochure (dense mail das form to 
FT Finance. Pearson Professional. Maple House. 
149 Tottenham Coon Road. London W1P 9LL. 
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IIS oil companies 

tntegraled 08 relative to the ■ ■ 
Correnslte (S&P indices) 
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in the price of crude and on 
increased costs. 

Oil prices have been 
declining steadily since the 
November decision by Opec 
to raise its production rail- 
ing by 10 per cent 

Exxon, the largest US oil 
company, is expected to 
report on Wednesday fourth- 
quarter earnings of 75 cents 


faarac DuuMndV ■ . /. . 

agains t 84 cents. 

Amoco is expected to 
report on Thursday fourth- 
quarter earnings of $1-28 per 
share, down 18 per cent from 
$L56 a year earlier. Amoco 
has a higher leverage in 
chemicals and a limited abil- 
ity to offset a lower oil price 
in 1998. ' 

Mobil, reporting on Janu- 


ary 28, will also be affected, 
with a consensus of SL down 
93 per cent 

The only company seen 
bucking the lower earnings 
trend is Texaco, due to 
report on Thursday with 
expected fourth-quarter 

earnings per share up 12 per 
cent to 79 cents (71 rants). 

Chevron, also due on 
Thursday, is expected to 
report fourth-quarter earn- 
ings of 99 cents, 7-1 per cent 
lower than last time’s $1.06. 

Atlantic Richfield is 
expected to report on Janu- 
ary 26 earnings virtually 
unchanged at $1.18 ($1-16). 

Looking to IMS. analysts 
are divided as to the direc- 
tion of oil prices, with 
debates raging over the 
effects of the Asian crisis 
and the Opec decision. 

AFX. New York 

■ US banks are expected to 
report solid year-on-year- 
earnings growth in the 


fourth quarter despite con- 
tinuing concern over the 
deteriorating financial envi- 
ronment in Asia, which is 
expected to pose a growing 
threat during the year. 

Citicorp, scheduled to 
report tomorrow, is expected 
to post fourth-quarter earn- 
ings of $2.17 on a fully-di- 
luted basis compared with 
$1.97 a year earlier. 

On tiie same day Chase 
Manhattan is expected to 
reveal flat fourth-quarter 
earnings of $1.88 fully-di- 
luted. 

BankAmerica is expected 
on Wednesday to report 
earnings of $1.12 (99 rants), 
according to analysts, as it 
derives only 8 per emit of its 
Pflming g from Asia. 

JP Morgan is expected to 
report some time this week- 
fourth -quarter earnings per 
share of $1.66, down from 
$L96. Also this week. Bank 
of New York is expected to 
report fourth-quarter earn- 


ings per share of 72 cents (61 
cents). AFX. New York 

■ US carriers are expected 
to report healthy increases 
in fourth-quarter earnings 
per share thanks to strong 
demand, high ticket prices, 
and cheaper oil. which are 
likely to offset the impact of 
the Asian financial crisis. 

Eamings at AMR, the par- 
ent company of American 
Airlines, should on Wednes- 
day reach $2.12 fully-diluted, 
say analysts, up from $133. 

United Airlines is expec- 
ted to report $138 ($1.05)on a 
fully-diluted basis, when it 
reports on January 38. 

Delta Airlines, which is 
concentrated in its domestic 
US bumness, is forecast to 
report earnings of $1.82 on 
Thursday. 

US Airways, also concen- 
trated on the US’ market, is 
forecast to record earnings 
of % cents on Wednesday. 

AFX New York 
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Banks’ privatisation fees tumble 


Fees earned by investment 
banks for working on 
Europe's privatisation deals 
are tumbling. The forthcom- 
ing sale of the final tranche 
of shares in Argentaria, the 
Spanish banking group, car- 
ries a fee of 1.75 per cent of 
; gross proceeds - which 
could reach $22bn - to be 
shared amon g all the h anks 
in the syndicate. 

Although the average fee 
for European privatisation 
work in 1997 was about 25 
per rant, according to bank- 
ers. the level fell steadily 
during the year, to just 1.85 
per cent with other Spanish 
privatisations such as 
Aldeasa and Aceralia. 

Rory Tapner, global head 
of equity capital markets at 
SBC Warburg Dillon Read, 
estimates that privatisation 
work represents up to 50 per 
cent of the total fee pool in 
Europe. Last year, European 
governments raised $73bn 
from selling state assets. 

A market of that size 
makes for ferocious competi- 


tion, and Spain has been the 
toughest market when it 
comes to fees. As one of 
Europe’s canniest a n d most 
frequent sellers of equity in 
the past three years, the 
Spanish government has 
been able to squeeze its own 
costs to a minimum 
To some extent, the sheer 
size of some of the privatisa- 
tion deals has compensated 
for low fees. But issuers are 
not the only people responsi- 
ble for declining fees. Banks 
who use them as a “strategic 
weapon" are as much to 
blame, bankers say. The 
global houses grumble pri- 
vately that smaller competi- 
tors often compensate for 
lack of distribution fire- 
power by catting their mar- 
gins to tiie bone to win busi- 
ness and boost revenues. 

The minimum fee level for 
a transaction to be profitable 
for a banking syndicate is 
debatable, but many bankers 
agree that anything below 2 
per cent is not sustainable 
for long without drastic cuts 


in syndicate size. However, 
some US bankers argue that 
European privatisation fees 
are in line with those of big 
US corporate transactions, 
though they are generally 
lower than European corpo- 
rate flotations. 

Franck Petitgas. head of 
European equity capital 
markets at Morgan Stanley, 
believes fees might not fall 
much further provided they 
are not used as strategic 
weapons, and that both issu- 
ers and syndicates stand to 
gain. 

“Governments understand 
that there is a point beyond 
which cutting fees is count- 
er-productive to the transac- 
tion and its performance in 
the aftermarket,” he says. 

Some bankers argue that 
privatisation work is a 
diminishing source of reve- 
nues and profits for the 
global houses as corporate 
work in continental Europe 
increases ahead of monetary 
union. They believe consoli- 
dation in investment bank- 


ing should stop the relent- 
less decline in fees and per- 
haps even reverse the trend. 

That is unlikely to happen 
in Spain, where the govern^ 
meat has almost completed 
its sell-off programme. But 
far other governments, the 
question of whether to 
demand the minimum fee or 
toe-maximum distribution of 
the equity remains. Big man- 
dates will be forthcoming 
this year in Poland, France, 
Germany and Portugal, and 
with markets in -a jittery 
mood, issues may be harder 
to sell than in last year's 
bull market. 

That means providing 
greater incentives for banks 
to put all their resources 
into a deal, following it 
through In the aftermarket, 
and continuing to research 
the company into the future. 
And if investment banking 
profits start declining, boost- 
ing margins rather than rev- ' 
enues might be toe prefera- 
ble course for the banks 
themselves. 


FINANCIAL TIMES 
Conferences 

FT CONFERENCES 

High level, strategic events covering 
Banking and Finance, Commodities 
and Metals, Energy and Utilities, 
Media, Broadcasting and 
Telecommunications, Aerospace 
and Motor, Pharmaceuticals 
and Healthcare. 

Tor a list of forthcoming 
FT conferences call us on 
(+44) 171 896 2626, today 


The Financial Times plans to publish a Survey on the 

Japanese Financial 
Revolution 

on Friday March 27 1998 


For further information, 
please contact: 

Patrick Brennan in Tokyo. . . 

Tel: +81 3295 4050 Fax: +81 3295 1264 
HajHaffeJee . 

Tel; +44 171 873 3984 Fax: +44 171 873 3204 
or your usual Financial Time& rej 


FT Surveys 
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MARKETS: This Week 




LONDON ^PhHip.Coggan 


FRANKFURT By Andrew Fisher 


TOKYO By Michiyo Nakamoto 


The week starts on a quiet 
note in the US today, with 
equity and bond markets 
closed for Martin Luther 
King Day - the first time 
they have observed the 
holiday commemorating the 
birthday of the black civil 
rights leader. But things 
couJd turn hectic tomorrow 
as events unfold in Asia and 
the US quarterly earnings 
season gets fully under way. 

So for. only a few US 
companies have reported 
earni n gs for the quarter to 
December, and there have 
been no particularly 
unpleasant surprises. But 
investors are watching 
closely for signs that Asia's 
economic crisis is having a 

worse than expected effect 
on US companies’ profits. 

This week will give people 
a clearer idea of the trend in 
corporate profitability, 
because many of the biggest 
companies in the US are due 
to report their results. 

According to the First Call 
research service. IBM is due 
to report tomorrow, along 
with many of the biggest 
banks; Microsoft, Exxon, 
Caterpillar and AMR, the 
parent company of American 
Airlines, are due to report on 
Wednesday, Amoco and 
AT&T are among the 
companies due to report on 
Thursday; and results from 
McDonald's and Chrysler are 
due on Friday. 
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Bonds have seen a strong 
rally recently as investors, 
shaken by the turmoil in 
Asia, have dumped stocks 
and shifted into fixed income 
securities. But amid 
indications of stability in the 
Asian crisis, sentiment 
shifted back towards 
equities at the end of last 
week, sending bond prices 
lower. This week, with no 
significant US economic data 
due. a quiet week in Asia - 
and another rally in equities 
- could put bond prices 
under further pressure. 


| The underlying strength of 
; the UK market, thanks to 
share buy-backs, takeovers 
and the high cash positions 
of Institutional investors, 
was illustrated on Friday 
when the FTSE 100 index 
jumped 87.3 points to 5,263.1. 

The market accordingly 
starts the week just €7 
points off its all-time closing 
high; and ft will not be 
prevented from reaching the 
peak by Wall Street, which 
is closed today for the 
Martin Luther King holiday. 

Barring events tn Asia, 
which remain highly 
volatile, the main threat to 
share prices seems likely to 
come from domestic 
economic news. 

Gilts were badly hurt last 
week by the average 
earnings numbers, which 
appeared to show wage 
pressures were developing in 
the economy, and 
reawakened fears that the 
monetary policy committee 
will opt for another interest 
rate rise next month. 

The key data this week 
will be Wednesday's retail 
sales numbers - the 
evidence so far is that 
business at Christmas was 
respectable, although the 
performance of individual 
store groups was mixed - 
and the first estimate or 
fourth-quarter gross 
domestic product growth on 
Friday. 


Benchmark yfeki curve (%)'. 
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The consensus forecast is 
that the quarterly growth 
rate will be 0.6 per cent, 
slowing the annual rate of 
growth from 3.7 per cent to 
3.3 per cent. 

On the corporate front, 
the main interest will be 
in Interim numbers from 
Somcrfield - the subject 
of some takeover rumours 
last week - and in final 
numbers from Lonrho. 
However, traders will also be 
hoping that some of the 
many rumoured deals 
become reality. 


German shares are expected 
to remain fairly resilient to 
the uncertainty over Asia, 
with concern about the 
longer-term impact of the 
crisis offset by signs that 
solutions are being 
implemented. The DAX 
index gained 1.8 per cent on 
Friday to close at 4.21&Z4. 

Among those wary of the 
outlook is JP. Morgan, the 
US investment bank. Gary 
Dugan, its European equity 
market strategist, expressed 
caution in a review of 
European stock markets, 
noting that the south-east 
Asian upsets have clouded 
the background for 
Germany. “Concerns for 
future growth in Europe 
have meant that investors 
are less willing to buy 
cyclical stocks at high 
valuations," he said. 

Relatively high 
price-earnings multiples also 
make the market more 
susceptible to downturns. In 
his view, nervousness is 
likely to continue, with the 
autumn general election 
possibly compounding the 
risks. Earnings estimates are 
now being downgraded. 

Moreover, “the overall 
switch of growth in Europe 
from one based on exports to 
one based on consumption 
gain does not favour German 
equities”. J.P. Morgan has 
lowered its recommended 
weightings in German and 
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Swedish stocks to 
underweight, while those for 
the Netherlands and Spain 
have been increased. 

The market was alerted to 
some of the implications of 
the Asian turbulence last 
week when Deutsche 
Telekom announced weaker 
than expected profits and 
made provisions to cover 
risks in the region. 

However, the shares 
recovered after an initial 
slide as analysts concluded 
Telekom's exposure in Asia 
was not that high. 


Investors in Tokyo will be 
watching closely this week 
for any concrete signs that 
the government is moving 
towards adopting additional 
stimulus measures before 
the end of the current fiscal 
year in March. 

Last week closed with a 
strong rally in Tokyo that 
was spurred by comments 
from a number of 
government officials 
suggesting that new 
measures were in store. 
What began with a hint from 
a member of the ruling 
party's old guard that the 
Y2,000bc one-off income tax 
cut could be extended spread 
as other government 
members joined the chorus. 

Prime minister Ryu taro 
Hashimoto, finance minister 
Hiroshi Mitsuzuka and 
Economic Planning Agency 
head. Koji Otni. were all 
beard making comments 
about responding “flexibly" 
to Japan’s economic 
situation. Given that the 
market has been demanding 
further measures for some 
time, if such talk continues 
this week, it could support 
further gains. 

However, if there is a lack 
of concrete proposals from 
the government, the market 
could react badly, having 
been disappointed by Mr 
Hashimoto on numerous 
occasions in the past 

Events in the rest of Asia 
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will also continue to have an 
impact on Tokyo trading. In 
addition to the direct market 
impact on Tokyo or any 
downturn in regional 
markets, increasing 
indications of the adverse 
impact on corporate Japan 
of Asian economic turmoil 
could send jitters through 
the market again. 

The finance ministry's 
meeting or regional finance 
bureau heads, on Wednesday 
and Thursday, will also 
provide further insight into 
the state of the economy. 
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Future brighter for US cattle market 


Good news cannot came 
quickly enough for US live 
stock markets. They began 
1998 burdened with large 
supplies and faced flagging 
demand from packers and 
retailers. Export prospects 
did not look too rosy, either, 
with the Asian financial 
woes threatening demand at 
the very point when the 
industry needed to move 
large stocks. 

Most traders expect US 
beef production to slacken 
off in 1998. but. clearing 


existing supplies in the face 
of weak retail demand and 
competition from other meat 
products - such as pork and 
poultry - is the more imme- 
diate concern. As a result, at 
the turn of the year futures 
prices dropped to their low- 
est for about six months: 
But last week ended on a 
slightly cheerier note, with 
live cattle futures hitting a 
two-week high on the Chi- 
cago Mercantile Exchange. 
The near-tern February con- 
tract rose to 66.42 cents a 


pound, from less than 65 
cents a pound at the turn of 
the year, although well 
below the 70 cents-pLus seen 
six months ago. Analysts put 
the improvement down to 
busier beef trading and a 
consequent step-up in retail 
demand on suspicion that 
prices would not fall further. 

This week, the US Depart- 
ment of Agriculture puts out 
its monthly “cattle on feed” 
report. In December, the 
numbers were depress ingly 
large - up B per cent over 


the same month a year ear- 
lier , and 12 per cent higher 
than in December. 1995. 
Some traders hope that this 
month's data will point to 
the more bullish trend. 

“It's been keeping some 
people from selling,” said 
Mike Buchanan, at Pruden- 
tial Securities' Lubbock 
office. “We've had a horrible 
winter. You could see a 
pretty good draw-down.” 

Even so, the sorry state of 
the Asian markets continues 
to cast a large cloud over the 


industry. The relative 
strength of the US dollar, the 
immediate liquidity prob- 
lems in the region, and the 
likely reduction in longer- 
term growth rates there sug- 
gest that demand for both 
beef and its by-products will 
take a sizeable hit. 

Beef, a “luxury” item, is 
particularly vulnerable to 
substitution. Only last week. 
USDA warned of dimming 
export prospects and, per- 
haps, weaker than expected 
prices. 





Lira jitters seen as buying opportunity 


The Italian lira will be back 
In the spotlight this week, 
after a conflict between 
members of the European 
Union over Italy's member- 
ship of the European single 
currency. 

Bundesbank council mem- 
ber Klaus-Dleter Kuehbacher 
last week said there were 
good reasons to be “slightly 
critical" of Italy's prospects 
of joining European Eco- 
nomic and Monetary Union 
(Emu) in the first wave. 


His comments echoed a 
row in the Dutch parliament 
over Italy’s membership, and 
an Italian newspaper report 
that Helmut Kohl, the Ger- 
man chancellor, would not 
unequivocally endorse the 
lira’s membership when he 
visits Rome tomorrow. 

The comments combined 
to widen the yield spread 
between Italian BTFs and 
German bunds, putting pres- 
sure on the lira against the 
D-Mark. 


However, Italy remains 
supported by France in its 
bid for first round member- 
ship and German and Dutch 
criticism was muted by the 
fact that both countries may 
not themselves meet all of 
the Maastricht membership 
criteria. The Dutch govern- 
ment even described Italy's 
recent economic improve- 
ment as “impressive". 

The Bank of America's 
Italian market analysts said 
setbacks caused by jitters 


over Italy’s membership 
should be regarded as a buy- 
ing opportunity. 

“Any hint that Italy's 
membership is in the bag 
will be a plus,” they said. 

Italy’s fiscal prospects are 
on the agenda for today's 
E cofin meeting in Brussels. 
Don Smith, international 
economist at HSBC Markets 
in London, pointed out that 
Italy’s public sector debt is 
very sensitive to changes in 
interest rates, with 31 per 


cent of outstanding debt at 
floating rates. 

“As a rough rule of thumb, 
a 0.5 per cent cut in interest 
rates projections along the 
yield curve would produce a 
saving of around 0.75 per 
cent of GDP,” Mr Smith said. 

HSBC's projections at 
lower interest rates show a 
deficit of 2.4 per cent this 
year, falling to 2.1 per cent 
in 1999 and undershooting 
government forecasts - good 
news for the lira and BTPs. 
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HONG KONG 

Volatility is going to remain 
the dominant trading theme 
this week, writes Louise 
Lucas. Althougb Last week's 
roller-coaster ride saw the 
benchmark Hang Seng index 
close on Friday with a mod- 
est net gain at BJ900.04, bro- 
kers still expect the 8,000 
mark to be re-tested. 

Investors are likely to 
remain cautious in the face 
of higher interest rates - 
which have pushed up the 
cost of servicing mortgages 
and delivered a blow to the 
property sector - and fears 
that companies may experi- 
ence debt financing prob- 
lems this year. 

These concerns almost 
halved the share price of 
Sine Land on Thursday, and 
have put the spotlight on 
smaller companies with high 
borrowings. Fragile confi- 
dence will also play a part- 
several companies are lav- 
ing-off staff, and retail inves- 
tors account for a big propor- 
tion of share trading. 

China-related shares are 
also expected to remain 
under pressure. Brokers say 
the collapse of Peregrine, the 


Asian investment bank, 
which had small stakes in 
several red -chip companies, 
has been partly responsible 
for the Jail in share prices 
among China plays. 

PARIS 

Analysts and traders are 
beginning to look forward to 
the results season and the 
possibility of market 
strength when the pride of 
corporate France takes the 
wraps off its 1997 profits per- 
formance. 

This is one reason for the 
steadiness of equities last 
week, when the overall trend 
rode out another bout of tor- 
rid trading for the banks as 
Asian gloom waxed and 
waned. SGS Thompson pro- 
vides an early show of the 
betting, wheeling out what 
are expected to be strong 
numbers on Wednesday. 

To some extent, though, 
shares are suffering from 
investor switching. Core 
European markets are being 
shaded in favour of Italy and 
Spain. Given the recent 
rally, It is increasingly diffi- 
cult to find real value among 
French equities. 


On Friday, the CAC 40 
index was back within stri- 
king distance of 3.000. 
extending its rally from its 
October lows to 19 per cent. 

ZURICH 

The Swiss market has a busy 
week in prospect, with 
results expected from Ciba 
SC tomorrow. Nestle on 
Wednesday and Novartis on 
Thursday. 

UBS forecasts a 17 per cent 
rise in 1997 sales from Ciba 
and expects this above aver- 
age growth to continue tills 
year thanks to active prod- 
uct portfolio management 
and the company's innova- 
tive drive. 

Credit Suisse First Boston 
raised its price target for 
Nestl§ on Friday from 
SFr2.400 to SFr2.500 and reit- 
erated its buy advice. 

Novartis was a strong per- 
former on Friday as inves- 
tors switched into the stock 
after Roche reported 1997 
sales that were in line with 
expectations but seen as 
slightly disappointing. Phar- 
maceuticals turnover in 
local currencies was up a 
meagre 4 per cent. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Mannesmaim (Qorniarty) 

Unit of primps (N'lands) 

Car systems 

$683m 

Terms agreed 

LAHC (UKAJS) 

Unit of GAN (Franco) 

Insurance 

$573m 

Life disposal 

SocGen (France) 

Hambros (UK) 

Banking 

S495m 

Bank sate OKd 

Belgacom (Belgium) 

Cipe (France) 

Security 

S3 77m 

Friendly bid 

Quebecor (Canada) 

Watmoughs (UK) 

Printing 

S310m 

Ckxric stopped 

Empresaa La Modem* 
(Mexico) 

SetTdnfo (US) 

Agritech 

$2 84m 

Stake to 92% 

Textron (US) 

Ransomes (UK) 

Garden tools 

S233m 

Otter raised 

Allianz (Germany) 

Life USA (US) 

insurance 

SI 50m 

Staggered buy 

Tate & Lyle (UK) 

Imasa (Argentina) 

Food 

S5£m 

Stake via US 

Beneficial Corp (US) 

Endeavour (UK) 

Fin services 

$51 m 

Lloyds sate 
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Floating Rate Notes tlna 1908 



RKD MOTOR CREDIT COMPANY 

U.S. £750000000 
Floating Rale Nates Due 
January 17,2002 
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In accordance with the terms and 
tsndkiona o! [ha Noiax the interest 
into for the ported 3BCh January. 1990 To 
17th Aprs, ms hM bean rind at 
5.75% pw annum. The Interest 
payable on 17th Apnl. IMS wffl be 
US. 511895323 per US. JI.DOOryomlnaL 

Fiscal and 

Principal Paying Agent 

ROYAL BANK 
OF CANADA 


Rothschilds 
Continuation 
Finance B.V. 

US. $75,000,000 
SubotrfiiartJ OumMd 
Floating Rair Nam due 2015 
Rnrchc «t» nmths 16di January. 1*798 
to I6ch}utv. IW8 the Nolan-ill any 
an merest rate a I J J75ta> per annum 
with acmponanuiini cJU-S. 5295 J3 
per 'fenoannuhin vt US SIPjXC 

parable un loth lulv. 1996. 



METRO 

METRO FINANCE B.V. 

Can$ 100,000,000 Collared Floating Rate Notes 1993/2003 
(issued under the DM S button htoM-Cunoncy Bum Medium ‘TermNote 
Programme ol METRO AG) Tranche-No.: U1 

The Rale of interest appfcaCta to the IraarsGt Period from January IS, 1998 
to April 14, 1988 Indush/ely. was detennlned to tie 6.5 per cam par annum. 
Therefore, on April 15. 1998 interest per Note of Can$ 1,000 principal 
amount In the amount of CanS 16.03 and (merest per Note of 
CanS 1 0.000 grind pel amount in the amount of CanS 160.27 Is due. 

Frankfurt am Main, January 1888 

Dresdner Ktelnwort Benson 

Drafidner Baft AMwgweteehsft 

Calculation and Principal Paying Agent 









tl 


KE 


ii 


i 




MARKETS: This Week 


EMERGING MARKETS By Jonathan Ford 


Hope seen for Asia in M&A 


INTERNATIONAL BONGS 

Investors ■ ■' 

an — ^ r I ' ■ 


Last week's news that the 
Philippines government may 
be prepared to countenance 
a foreign hostile bid for 
brewer San Miguel, one of 
the country's corporate jew- 
els, shows bow much Asia 
has changed as a result of its 
financial crisis. 

Until recently, foreign 
takeovers of national cham- 
pions like San Miguel were 
unthinkable. But with corpo- 
rate demand for capital now 
outstripping local supply in 
many countries, the eco- 
nomic nationalism that kept 
corporate Asia closed to out- 
siders is being abandoned. 

Even South Korea, one of 
the more xenophobic coun- 
tries in the region, has par- 
tially dismantled restrictions 
on foreign shareholdings to 

a point where changes of 
control are conceivable. 

As a result of these 
changes, the Asian M&A 
market is expected to . 
expand dramatically this 


Asia: bidden attracted by lower equity values 


Cross-border deals ($bn) 


IMG Barings Asia index (S terms} ' 
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year. Many investment 
banks that have been slim- 
ming down their Aslan brok- 
ing operations have also 
been building up their M&A 
capability in the expectation 
of a flood of deals. 

Caspian Securities, the 
emerging markets invest- 
ment bank, recently raised 
SSOm, part of which is to be 


Emerging markets: IFC weekly mvestable price Indices 
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invested in building just 
such a presence in Asia. "We 
think there are going to be a 
lot of companies buying 
cheap corporate assets in the 
region,” said Richard Greer, 

managing director. 

A recent report by Flem- 
ings, the UK investment 
bank, shows how western 
companies are already mov- 
ing in on Asia, attracted by 
the cheap valuations the cri- 
sis has thrown up. The 
report covers all cross-border 
mergers and takeovers com- 
pleted last year with a value 
of more than $50m. 

Overall, cross-border M&A 
activity in Asia in 1997 more 
than doubled in value com- 
pared with 1996. with 63 
deals worth SiSbn. Much of 
this was concentrated in the 
first half, when almost $l2bn 
of deals were done. 

Activity fell off as the 
region’s currency crisis deep- 
ened, but this was mainly 
doe to a sharp drop in the 
number of Asian companies 
buying each other. Western 
companies actually com- 
pleted more deals in the 
region in the second half 
than they had in the first. 

Indeed, daring the last six 
months of 1997, a period of 
unparalleled economic con- 
ftudnn in Asia, western com- 
panies completed more than 
$6bn of Asian deals, against 
$5.7bn in the first half. 

"A lot of western multina- 
tionals see what is happen* 
ing in Asia as a once in a 
lifetime opportunity, " says 
Laurence Heyworth. emerg- 
ing market strategist at 
Flemings. “The old obstacles 
to buying have become less 
significant at the same time 


as prices have fallen sharply. 
In many areas, such as 
hotels and cement, assets 
are actually trading at a dis- 
count to their replacement 
cost value." 

A big source of deals this 
year could be the local- 
western joint ventures built 
up in the 1980s. With Asian 
economies in recession, mul- 
tinationals are expected to 
take the chance to buy out 
their partners. 

And not only is western 
takeover activity set to 
increase. Once the economic 
situation has stabilised, the 
need for Asian banks and 
corporations to restructure 
is expected to trigger a spate 
of domestic and regional 
cross-border deals. 

Mr Heyworth argued that 
corporate activity is an 
important guide to Investors 
because it indicates those 
sectors where such activity 
may support stock-market 
valuations. 

He cited Latin America’s 
openness to foreign corpo- 
rate investment as one rea- 
son why its markets held up 
well during the Asian tur- 
moil in October. "Portfolio 
investors seem to believe 
that corporates are better 
able to judge the risks of 
Investing in emerging mar- 
kets than they are,” he said. 

In Asia, the consumer 
goods sector experienced 
most corporate activity last 
year, with deals worth 
$3.7bn completed. Other 
active sectors were utilities, 
telecoms and energy. 

Research by ING Barings i 
shows some correlation | 
between these sectors and 
those currently enjoying pre- 1 
mium valuations in at least 
one Asian market. Using a 
price-to-book value measure, 
Barings produced a list of 
the 14 most highly valued 
stocks in the Thai stock mar- 1 
ket. Of these, half were utili- 
ties or energy stocks. 

Mr Heyworth believes the 
rising tide of corporate activ- 
ity this year could be a buy- 
ing signal for portfolio inves- 
tors. “A lot of funds are now 
massively underweight in 
Asia, so they might see a 
wave of corporate deals as 
some sort of endorsement - 
a signal to get back into the 
markets," he said 
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THE 4TH ANNUAL WORLD STEEL CONFERENCE 

Growth in Mature Markets, Risks in Emerging Markets 
5 & 6 March 1998, Royal Lancaster Hotel, London 


Against a background of recent positive growth in Europe and North America, contrasted with uncertain prospects 
in Asia - following the turmoil in Asian financial markets - and the CIS, this conference will see a platform of 
experts reassess the opportunities In both emerging and mature markets. 


- New products 

• New geographical markets: Larin America, C hinn and the CIS 
■ New opportunities in existing markets 


- Impact of Emu on European mills 

■ New strategies: merger activity in Europe and hs potential in the US 
• Availability of finance: both project and trade 

■ Availability of raw materials 


EARLY SPEAKER ACCEPTANCES INCLUDE: 


Dr Rnpr+cfat Voodran 

President 

German Steel Federation 


Mr Robert A Garvey 

Chairman and Chief Executive Officer 
Birmingham Steel Corporation 


Mr T4kaya Negami 

Executive Advisor to the President 
Kobe Steel Ltd 


Mr Jacques C ba hauler 
Vice President of Strategy 
and Corporate Planning 
Usinor 


Mr Mohammad Zaboor 
Chairman 

Metalsrussia Group Limited 


Mr Mel P Wilde 
Managing Director 
Trans -Wo rid (Steel) Limited 


Mr Michel Worth 
Chief Financial Officer 
Arbed SA 


Mr Zhang Qi 

Associate Editor 
China Metals 


Mr David Mofson 
Research Manager Steelmaking 
Raw Materials 
CRU Internationa I Inc 


Mr Thomas Abrams 

M« President 

Credit Suisse First Boston 


Mr Stephen W Wolff 
Wee President Planning 
The David J Joseph Company 


Speakers from: 

An Feng Kingstream Steel Limited 
Rational Association of Steel Stockholders 
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Investors 
lukewarm to 
heavy supply 
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Judging by the state of the 
primary market over the 
past fortnight, 1998 promises 
to be a lively year for euro- 
bond issuance. With more 
than $10bn issued each week 
in the dollar sector alone, 
volumes are approaching the 
robust levels witnessed dur- 
ing the market boom this 
time last year. 

Take a closer look, how- 
ever, and the situation does 
cot seem quite as rosy. Rare 
names, such as Scottish 
Power and HJ. Heinz, could 
normally expect a rapturous 
welcome from Institutional 
and retail investors. 
Although neither was- by any 
means a failure, their offer- 
ings last week could hardly 
be described as blow-outs. 

Similarly, experienced 
single-A borrowers such as 
General Motors Acceptance 
Corp. which tapped the mar- 
ket for J2bn last week, and 
Ford Motor Credit, which 
issued a Slbn band the previ- 
ous week, usually expect a 
little more than the respect- 
able demand they saw. 

“There has been a lot of 
supply and there's a lot more 
still to come but the level of 
investor interest doesn’t 
really justify this," said one 
bond official in London. 

Investors have mainly 
focused on the highest qual- 
ity borrowers. “Since the 
New Year, what we have 
seen is a basic flight to qual- 
ity.” said a syndicate man- 
ager at CISC Wood Gandy in 
London. “Investors are still 
wary of credit risk." 

Analysts expect investors 
to continue holding back 
until there is mote certainty 
in the market and better 
yields on offer. With the US 
Treasury long bond yielding 
well below 6 per cent and 
the dollar maintaining its 


strength on the foreign 
exchange markets, this pres- 
ents a frustrating dile mma 
for borrowers. 

“What borrowers are say- 
ing. is: 'Shall we put down a 
footprint now and risk a 
lacklustre response or can 
we hold back until the mar- 
ket is stronger?” said one 
syndicate head. 

For many, the second 
option is unattractive. Hav- 
ing been on hold since the 
Asian crisis hit the global 
markets in late October, 
companies and banks are 
falling behind in their fund- 
ing requirements. They also 
know investors have built 
large cash positions in the 
past three months that are 
waiting to be allocated. The 
question is: What is going to 
coax the investor back? 

“It will probably take two 
or three months for the cri- 
sis in Korea and Indonesia to 
subside completely.” said 
one official. 

“Once that has happened, 
the focus will switch back to 
the strength of the US econ- 
omy and the direction of 
interest rates. It is bard to 
see the bond market moving 
back into equilibrium in 
either scenario." 

On one point, however, 
analysts are unanimous: the 
US dollar will continue to 
take a disproportionately 
large share of whatever sup- 
ply hits the primary market 

“Investors need to diver- 
sify their portfolios before 
European monetary union," 
said one. “The dollar is the 
most convenient hedge." 

The dollar sector also 
offers borrowers some of the 
best issuing conditions in 
recent memory. 

“The combination of 
record low yields on Trea- 
suries and very generous 
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swap spreads offers high- 
quality names an opportu- 
nity to borrow at historically 
low costs” said a US banker 
.in London. 

Swap spreads, which 
determine the final funding 
cost to the borrower after 
switching its obligations 
from a long-term fixed rate 
to interest payments linked 
to money market rates, 
reached record levels of 55 
and 57 basis points for five- 
year and 10-year maturities 
respectively in recent weeks. 
This allowed issuers that are 
able to launch 10-year bonds 
at a yield spread of less than 
57 basis points over US Trea- 
suries to barrow at a cost 
well below interbank rates. 

Somehow, however, in 
spite of the conjunction of 
favourable demand and sup- 
ply conditions, the market's 
reception for a number of 
recent deals has remained 
disappointing. 

“Investors have been 
flooded with supply and are 
now holding back," said the 
banker at CIBC Wood 
Gundy. 


Analysts said recent issues 
by the World Bank and EH3. 
which met' a lukewarm 
reception., had failed to take 
market - conditions into 
account. 

“There was nothing wrong 
with the absolute level of 
pricing, but there was noth- 
ing left on the table either," 
said one hanker. “In these 
market conditions, issuers 
have to give some kind of 
• concession to investors." 

-With swap -'spreads- tight- 
ening slightly in recent days, 
the incentive to issue bonds 
has waned. Meanwhile, 
investors' appetite has been 
fuelled by comments from 
Alan Greenspan. US Federal 
Reserve chairman, "who 
recently hinted that the fall 
in inflationary - pressures 
could lead to deflation in the 
US economy. 

“The 'deflation’ comment 
has really injected' some 
bullishness into this mar- 
ket,” one analyst said. "The 
conditions are just about 
right for issuance in resume; 
as long as borrowers do not 
flood the market again." 


NEW INTERNATIONAL BOND ISSUES 
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Deflate Bank Lat-& 375 

HJHetE 250 


Federal Horn Um Baris «n 


QjW BBW* . 

SKF 

Scotflaftwr 
Item Mn iBBntfl6 


Dafcntar Benz Nortr AnesiBB 200 


UanttHridt 75 

| MIMS 

One COIT. QesAIIcD 500 
HetftaMHnrce 1t»- 
or an 

Baden WeflertagL-fti Tbn 
Hksmterar Hrio Ibn 

SlfflUIB 

Yotstn Pobh Ftaate 200 

fflaOifflMCS 

Ohs CCW, Class A2M 1An 
HGAearicaumcelftlngs ISm 
QaaLoaliteRssce 3tn 
R7B Ibn 

Sateilff WmbM 3m 

iTAUMIR 

Coca-COta Efl&jrtses GB SXfca 
Banste Hunt lOffln 
JUfey fed flay SraM 1000m 
KW WenaSonal Rnwco 4001m 
SudwtfCapUIMtW 400ta 
Buopean tnesrisri BKQ 25dm 
DePiaBvkQ) 200ta 

Mbey Monel Tny 5«4 15dm 
Vtona Lynch 5 Cot 15dm 
Eoopeai bueetraert Bs«4 5011m 
Oddi Locd ita Franteti 3001m 
FM daft Canaria 3001m 
GoUnaa Sachs Group 2MEm 
Bwcnmer 250bn 

Lehnan BmQiere Hottnost 15Um 
Crailop OwsasUt l5Dta 
IMiaBariiMt 15dm 


bn 2003 525# 
Jan 2003 B 
Jan 2001 5X5 
Jn 2003 5275# 
Ja 2008 6.125# 
Dec 20070X5# 
Dec 3)07 ml? 
Feb 2003 5J5 
Jan 2003 5 Stf 
Feb 2003 5.75 
Jan 2003 5625 
Jan 2003 5X75 
Jan 2005 4JB03 
Feb 2002 4.6250 
Feb 2003 M 


533 +i9|5^Dec0a cswEBanan/Meni 
Sarefeys CsftHBS 
5459 *l56Vtaas Data Etmme 
5B3 468p%Decfl2) Bear Sfesis3l Sariey 
8237 *83pW®2*} Bear SfeansiM Sbriey 
• OteflsdK Uxgai GW 
Dentste Bopn (Hell 
5880 «466 s bD9c 02) Gcbtoan Sate M 
5510 il8(5HDee02] Paris 
5839 «44(5SfeDsc02} CttnombaakSBQWJB 
5704 <32(5 5 sDtt02) Nowa MIOBS 
5946 i&<(5%Dec02) JP MognAIBS 
Lstann RntaQ 
5751 fN^UftnOO) Sodett G&ade 

OassttmiribiM 


SWSSFWWS 

HaBaa. 

UntashfcnseSUWt 

EU1UBS 

dose CCMT.CbB ASM 

nusmite pouiws 

Bayenste Lsxfetflrk 
LUBreouBs BBSS 
DiiyuiHte Hypn 
08- . 

Ecuaw 

tttef Ndaal Tesiy S«s 


1 2003 225(s| 9afi0 2.71 
12005 3J0 10210 2567 


Deubdie Morgan IjM 

esn 


500 Feb 2005 5125 99.4548 


-CtaKM&rivDW 


100 One 2001 525(G) 105755 5436 


HatasBadk 


2tn llay 2006 5375(1 1024S 500 

3H Mar 2008 5625 10270 5271 


AtteyNsOmal toy Sub 200 tag 2001 <50(4 9MQ3R 457 *W Barciafs Cautal 

Oes&nEtirate KWreiHik 750 Apr 2008 5250 99.1791 536 +12(5W(»0q SBC Warteig DH 

Dh* Lari de France 100 Mar 2004 500 10200 4411 - ' SL . 

BUG 750 Apr 2005 5.00(51 99.311R 512 ♦12(7l 2 Arrt5] SBC Wartug DR 

smsm ; 

OMUaalW FuiiJ W 73» Jae2006 |V1 jO 10)07 .... rrasCBoauri! 

SBEDSH KROHOH - ; ■ 

BraSm 500 Fnb 2008 5625 B50Q21 5759 +14fl Vto&B 

Haidpal Hooteg Ftnanca 500 MafflOS 550 101.445 5165 Sietris HB 

Swedbri ExQortKmlB 7 Sj Mar 2005 5B2S 101 £3 5340 • Kmfcda* 


Feb 2005 5125 9545m 
Feb 2013 550 9542R 
J4i 2003 5375 9455H 
Feb 2010 5375 95757H 
J» 2006 500 B8325R 


- *33(1) ChaseMogan SMriey 

555B +4715WanOBl DEB Am HBSocGw 
5480 «84(7 1 3JM)3I OXBliAm ftlfiara 
5^ 4®(5Waffll BadaysSterter KB 
5183 42DpUat08| 06 Baric 


tag 2D28 735M 98.755B 7369 +123(8J«21) UBS 


triaCMnnlSA' 


Feb 2005 5125 993KB 
Feb 2009 5375 9937BR 
Apr 2008 525(0 953880 
J) 2006 537* 99 444R 
Feb 2000 sire 95895H 


- 432fi ChaseAl S&ntay DW 

5300 *2E8| COOK Bartasp 


EunSna 500 Fed 2008 5525 950031 5759 

MmUpal Haara Finana 500 Mv 2003 550 101.445 5165 

SwedWi Eaenrt lOmiB 79] Mv 2005 5825 10133 5340 

PESETAS - 

Bmpean bnelnent Baric ISbn Feb 2003 4.625 101 JM 4396 


VtodLB 

SmttaW 

Kratbdak 


MenSlynNSasMv 


MbbCocSBi 
CMMenfl Lynch 


5389 *31(1 JP Ungvi 


ESCUDOS 

Banco Badessst 
HOWS HOWS D0U/B5 
IWd Barit 


i8Sm Fab 2001 


Urn Feb am 11JBJ 100.00 1130 


Feb 2003 500 
Fab 2013 « 
Feb 2038 m 
tel 2018 550 
Ftt 2008 lei) 
Feb 201B 550(3) 
Jui 2001 5.005 
Fed 2013 ft 

Feb 2010 0 

Feb 2013 (A) 
H* 2008 (DU 
Fft 2003 52509 
Feb 2006 50000 
Jan 2003 7.125 
Feb 2000 M 
Feb 2005 gel) 
Feb 2013 (yT) 


7317I22463, 1 


Oetecfe Msgn fffel 
Qase Marista kri 
CSFB 

f) QbBd RaToM srariey 
BCWMtePS 
■B Baric LBBMioog 
OedfcManD 
CndtoRriatm 
CaripUMenfl Lyndi 
BXCriptoU’S 
SHCabob 
CaripUDeriBtte MG 
CartpWraaa Mon 

,V02J Chase Mstettn M 
CarUo 

^MlCariplo 
Mown Star** W 


Fhal tanni aon-calabte trie* -etAri. YhU spread (ewr rete*an! gnronrenMiimO at buicti suppted 


by Mori mtmaper. SCnmertUa. tfloathu-rria note, ♦fflft eguriy watrante *IMM ^Sani-ama) 
ooopon and ykU. ft And re-Mar price. 3) S-nkh Umr +12Cabn. W 18% In year 1. 6% In yr2,7% hyr 
5 men 15% <2 x TZ-rodi Unr. Mmun am coupon, d Cnx» Cud Msster Tnmk B8-1. 3 tanene deal 
«Sh Bm fandhatt 0*rttan aflv Vim. d) Maries L2HJbn hannue at 8.11%. CMbUa In year 10 a 
1533%. yr aim 28-65% and |r30 at 5332% e) Mute LlOQbn Increase « 1DU5% . el) 65.% to 


For BB. Bam 5)s% Ewo ftnoUe sririect 10 partJdpedW- 0 L750bn tenshtri VU98 honated to 
Lioona. (0 Ca&ft knn Juf 99 al pv. bj 12% ki yr 1. (Me* la yts 2-3. Dw 15% -2 x 12-xnBi Ubu. 
Httaum rwu. 6 Char mtepo hiai ytaU fl t3% fa yr I, 7% kt «s 2-3. #wi 15% -2 1 12-bBi UBor. 
MM Mini an. 10 General kttm Acceptance Corn 2 (rancHa tML 8 Long la mnm n) Unafli Uta 
•0060. n) 13% h w 1. 6*3% In yre 2-3. *en 15% -2 x 12-irth Ubor arib ^3% cap and 2>a% tar 
Irani yr 9 « Rmjfcte writi FWbn Irao 2SW06 ol)SV% ta yi r. Dm 5«d% Men there is 1 tart 
coupon Id 25/4/99 p| Lpag last enmon. q) Gotamxn tes rtgf* m ea c ftanpe coupon arib e-ntt U» 
430bp two 18/7/00 anfluaBy. n 6-arih LUnr .34ibp 4) Snort ill coupon- 0 Cnnvoston prte S3565 
Con*. pnnaiuBr. 15% No c& lor 3 yean u> 3-nVt Unr *15bp. «t 6-ram Ubor *90bp x days when 
6-taUi (Jur > 4 >« %/total days. Wotoom 2% *1 PrtaWy pteta. an) 1007% - 3-ratfi B tar Uta 
O01% 4 CuMe tim IBfzm A par. xt| 6-ntt Ubor 435 iw h yre 1-Z. then 54% yt 6 iratoed u 

a 4% mHnwn. jrtl 12% U pi. 7% ta yre 2-1 then 15% -2 x 12-mt) UbOC Hntmun zero. Note 
1 an cakaubM on fiHW testa. 


CREDIT RATINGS 

in emerging markets 


This directary Bsts for the first time in a single source over 7,089 
credit nUings assigned by 3d rating agencies - mite itaernathmal 
and 25 local — to emerging market fixed-income Securltia in: 


Argentina * Bahrain ■ Bangladesh ■ Barbados • Belarus 
Bolivia ■ Brazil • Bulgaria * Ohfie ■ China • Colombia • Crania 
Qrpras • Czech Republic • Dominican RepnbGc ■ Ecuador 
Egypt ■ EJ Salvador • Greece • Guatemala • Bong Kong 
Himgary • India * Indonesia - brad ■ Jordon • Kazakhstan 
Korea • Kuwait • Latvia • Lebanon ■ Liberia • Lithuania 
Macao • Malaysia • Mauritius ■ Mexico ■ Moldova * Morocco 
Oman • Pakistan • Panama * Paraguay • Pern • Philippines 
Poland • Portu gal * Qatar ■ Romania * Russia • Surfi Arabia 
Singapore • Slovak Republic * &ovenia * Sooth Africa 
Sri lante - Taiwan ■ Thailand ■ Trinidad & Tobago 
■ftinfaia - Ihrkey * United Arab Emirates * Uragnay 
Venezuela - Vietnam 


A directory of the agencies, iheir rating scales and criteria 
is also included in each edition. 


in addition each agency's rating system has been translated into a 
CREM rating sett* forensc of comparison. Multiple ratings of 
sovereign debt have also been aggregated into a unique sovereign 
composite index and are listed alongside die individual issuer's CREM 
raring score 10 provide a universal means of comparison between local 
cwretcy debt from different countries. 

Every three months, subscribers receive the complete list of raring*, 
cumulatively updated, in a 500 page bound book. 

FT Credit Ratings in Emerging Markets is indispensable to: 

4 International fund managers 4 Inve&uxs 

4 Investment advisers and lenders with exposure 10 
emerging marfxis 

4 Traders of long-term and short- term debt 
4 Corporate and sovereign bor row ers • Regulators 


for further information ctmiatc 
Marketing Department 
FT finance, Mapte House. 

149 Tottenham Court Road 
London W1P SILL. UK. 

Tel: +44 (0) 171 S96 2316 
Fax: +44 (0)171 896 2319 


FINANCIAL TIMES 
fmiMer 


TTZ PETROLED BRASILEIRO S.A. 

Oil PETROBRAS 


Engineering Service 
COERJES 

INVITATION TO BID 

INTERNATIONAL COMPETITIVE BIDDING No 8S7-8-66647 


Object; Semcae of (feltefeng dimtgn, wppfy of motcriata sod equipment 
{ IB-three! tmtoo-oomprea e oral. ovd corortrvction, ctectromecriented 
asaamb&ng, co mm oMum og, testa, pwoperau e n end animd oparadon witft 
technical assratance of the increase of .the compradors stetton of CeUdnas 
IMecee - FU). eoobng tower and mtercorineedoiu for 'the induetriaf 
Construction Works in the Sutee of Rio do- Jenain, E xp vtto Santo and 
Minae GurX ■ COSH ES. Place tor coaaitcMm ancVor pureftashn al dir' 
Bid documents? Read Washington Un. Km 1 1 3,7 - Duque de-C ate. FU. 
SEGB47GNGUOJCOBUES’ - r«m 2B.. frorre., J wary -9th; 1998, Bkf 
Document foe; R* 800,00. Preposde detivery. March 2nd.JI.S98, 10:00 
A.M. at the address above, mentioned- Fee additional edormation contact 
telephone 5B 21 773-2323. . * ,r . '-J ^ 


S93DDHC COMMITTEE . 
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CURRENCIES AND MONEY 


POUND SPOT FORWARD AGAINST 7 Ht -POUND 


■Jwiia 


Clasing Change Bd/ritor 
BKt-poiM on day spread 


.Pair* Ud 
Ngll to* 


OiM month Dm month* Ona ymat Baric at 
Rae %PA FQtB A Rato HPA Eng. Moca 


Jan 18 




RATES' 


Oaring Change Brf/odor 
mB-po<rt on day aonsac 


Day's mat 
high low 


Dm month 

Rso V-Pc 


Thru* months Ono year J P '.ta y n 

Rat* 'SPA Raw ^-.PA <nsex 












Eurepe 

Awstna 

Belgium 

Danmark 

RnOnO 

tan 

Germany 

Greses 

KM 

Infy 

Luxambcusg 


Noway 

PofluflU 

Spain 

Sweden 

SwtBed a nd 

UK 

Ecu 

SORT 


{Sehi 21X417 
!BFi) 61.7256 
1 1X922 
40390 
(ffr) 10.006 
PM > 2.® 11 

0f) 471,430 
ffEJ 1-1842 
flJ 2845.35 
RjFr) 617256 
3.3703 
12.3424 
S* 305.S34 
pnij 253.473 
(SKf) 13.1247 
(SFr) ?4M9 
» 

- 1X131 

- 1519749 


CK*1 

(FM> 


P) 

fNKn 


*0.0507 

*0.1863 

•C.Q295 

*00058 

*3.0237 

+00073 

*0736 

+0.0X9 

+1468 

♦01883 

*00088 

*00524 

+0033 

+068 

+00524 

*0015 


318 - 515 
851 ■ 665 
666 - 977 
324 - 456 
135 - 223 
897-924 
073- 760 
830 - 854 
«i - 7S0 
851 - 685 
683 - 716 
349 . 499 
568 - 030 
362 - 563 
170 - 324 

434 - 464 


210581 

61.7710 

11.4015 

30520 

100266 

24946 

471314 

1.1880 

2948X4 

61.7810 

33731 

123502 

5M.C04 

253590 

13.1227 

2.4467 


203378 
Cl 4350 
11.33GB 
90110 
99706 
23760 
463296 
1.1744 
293034 
61.4350 
13542 
12X780 
304.339 

752.280 

13.0590 

24327 


Europe 


+0.0039 122 - 140 


203238 

38 

20.795 

3.7 

205772 

14 

102J 

Aiearta 

(Sch) 

125535 

-0.0280 510 - 559 

12.9015 

1iS5« 

IJ &T15 

2 i 

~2 732 

1.9 

IJ 6J35 

'.b 

122 6 

615202 

4.1 

60.9362 

35 

59 3773 

35 

1018 

Bdigrom 

(BFr) 

37.7055 

-0.0615 910 - 20C 

37S200 

37XWG 

27 £C4 

23 

37 5' 

2.1 


U 

101.7 

11.0277 

3.7 

112627 

35 

11.0035 

3u2 

1W.1 

Danrrari 

IB*) 

685% 

-0X143 575 - 604 

6X852 

69470 

694?J 

i 6 

6 sex 

1 7 

55K5 

* 4 

ICS.* 

90018 

42 

80453 

3l9 

8 7193 

3.5 

60.5 

Firiand 

(FM) 

5X215 

-0X222 100 - 2JC 

55639 

5 5120 

561 11 

23 

5 492b 

3 1 

5*26 

• ? 

”39 

99612 

48 

95903 

35 

0X45 

3.5 

1050 

France 

IFFr) 

6.1195 

-0.014 165 - 20S 

6.1430 

6.1117 

4?«7 

2 \ 

CC33I 

25 

6X122 


-9*6 

25730 

48 

29552 

38 

2X792 

3.5 

102.7 

Germany 

(DM) 

1X271 

-0X041 263 - 274 

1X347 

1X242 

1X238 

22 

1.0170 


1.7343 

“ 3 

101' 4 

474505 

-105 

463282 

-108 

508 633 

-01 

052 

Gmu 

n» 

207875 

-0855 840 - 113 

769 360 

287450 

290825 

-US 

236 c» 5 

-12.1 

3TSJ37- 


E5G 

1.1821 

12 

I.lTffi 

15 

1.1521 

28 

035 

niand 

on 

1X824 

+00054 814 - 834 

1X880 

12705 

usi: 

C 7 

1 5817 

C 2 

1X359 

-'0 


252B.13 

12 

2920.76 

1.4 

2066.74 

22 

75.3 

nriy 

« 

1798.55 

+0.74 310 ■ 000 

1604.30 

1794 03 

if55C E 

-C7 

•001. K 

-05 

1732 5 

L a w 

752 

6122S2 

4.1 

600302 

30 

59X773 

3X 

1018 

Lurambnurg 

iLFri 

37 7055 

-0X615 910 - 200 

376300 

37 6440 

37tJ4 


+ 75! 

2.1 

37 s i-:x 

“-2 

-.51.7 

3A4W 

42 

332B3 

40 

32434 

35 

101 A 

Netherlands 

(R 

2X588 

-0 0042 tbS - &90 

2.0674 

2X552 

20549 

IX 

20476 

2 1 

ZC.f.' 

- £ 

1C3X 

122502 

35 

12.1787 

17 

11.9105 

3.1 

978 

Norway 

(NKr) 

7X394 

-0.003 369 - 419 

75689 

75135 

7 5267 

30 

75C54 

iX 

7 4? 52 

“ j 

96 5 

304352 

16 

302,922 

2.7 

296.143 

25 

915 

Portugal 

(Ed 

IBS. 520 

-036 770 - 870 

187260 

186540 

136712 

Q.7 

186.412 

6 3 

184 £2 

", ^ 

31.3 

252237 

26 

251056 

?.7 

245X66 

25 

764 

Spam 

(Pin) 

154X35 

-0X05 SID - 860 

155-390 

154 esc 

154.7 J 

07 

>34 495 

95 

If’ 

•J 

761 

13iMl 

3.9 

125829 

2.7 

12.76 

2.4 

847 

Sweden 

(SKr) 

8X173 

-0X052 146 - 193 

6.0459 

6.30*4 

6.013s 

V0 

7.S357 

f?.9 

79Cw 

2.6 

£47 

2.4171 

62 

2 3836 

6.0 

22053 

55 

106.7 

Swrtcotana 

tSFil 

1-4335 

*0.0022 900 - 840 

1 4496 

1 *3C£ 

14E81 

44 

i «ff 

41 

: 42 £d 

a S 

:C6 7 

- 

- 


- 

- 


105.1 

UK 

n 

1.6371 

+4700 76 356 - 375 

1.6378 

1 £276 

1.6345 

13 

1X206 

1.3 

1 6031 

1.4 

-.04.6 

15051 

32 

1uW74 

3.1 

1.464 

10 

- 

Ecu 


1X020 

+00023 816 - 823 

1 0838 

1X7tl5 

1.5533 

-1 4 

1C656 

-1 6 

:.C55£ 

: 



SORT 


- 0.74671 


Aigotfna 

anal 

Canada. 


fftasol 

(RS) 


1 6367 16273 

1.8340 1.0182 


Psl 65X365 -0.3896 - 181 

fShk) 53148 *00566 373 - 223 
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1.6361 +011069 36fi . 3£5 

1.8333 *0.0067 327 • 338 

21514 *00106 503 - 524 

Me«o (No* Peso) 13.4206 -0 066 087 - 324 

USA (Si 1.6371 *00076 366 - 375 

ppdflGMdds EatiMMcs 
Australia (AS) 2.4723 -0.042S 723 - 743 

Hong Kong 
indtt 
braai 
Japan 
Mabysa 
New Zetfana 
Pftippinu 
Saus Arana 
Sing ap ore 
Socah Africa 
South Korea 
Taman 
IManO 

1W“ Nr*n «. Boater screw ««■ ftune Saar larra mow any cm tea ora* dKWri obere Curing no*. 

•wrija 1 W_» in Max S toud 1 JSJib. Be. aSer. ixd xxx ram ma CdthwO rows *> bom me am) tbs ru*» tseta 
CLOSWC SPOT ana forward rate wven $n* mn n mroea by nw> F.T 
TtaMian'XcspauninxoMxgmrwscnMntnwaMbclinnifTaMi 


Argentina 

HraS 


(Peso) 

PS1 


0.9994 -00005 994 - 994 
1.1199 -00011 198 - 199 


0 9396 

1 1203 


a IMS 

1.1163 


(MS 

ENZS) 

(Ps«S 

(SR) 

ISS) 

(H) 


&8S97 -0.1629 500 - 693 
2.7801 -0X432 781 - 820 
67.7739 -am 13 734 - 744 
6.1403 *00231 382 - 424 
28354 -00349 330 - 378 
B.t37D *0028 323-417 


650540 650490 
5.9250 58500 


8.1481 


(Won) 265029 +36.75 147 - 330 3678 88 250181 


2X3*8 

3.1 

2X243 

2.8 

22038 

2.4 

82 J 

Cwuna 

ICS) 

14364 

-00002 361 • 366 

1.4302 

1 *327 

1 4119 

12 

1 4328 

•X 

\ rar£3 

07 6CS 

1JX303 

-12.6 

13X112 

-12X 

15.0711 

-11.7 

- 

Mexico (New Peso! 

e.1980 

"-0Q8 930 • 030 

BX&0 

8 1910 

6’;j 

-154 

3485 

-MX 



1.6269 

1.9 

1.622 

1.0 

1.6003 

IX 

109.6 

USA 

0) 
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2X097 

2.4 

2-4965 

2.4 

04574 

2.3 

065 

Australia 

(Ml 

1X102 

-0X331 09* ■ 110 

1.5120 

1 43Q 

1XK« 

C6 

1 SOwi 

C 3 


00 Kl 

12X325 

-7.7 

12X246 

-6X 

13.4414 

-6.8 


Hong Kong 

(HKSl 

7.7362 

-0.0033 355 ■ 368 

7 74IC 

7 7345 

7.70 12 

-55 

7.5637 

-7? 


-7X 

- 

- 

- 

• 
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- 

inrta 

(Rsi 

39X500 

-0 425 500 - 500 

403700 

39.74K) 
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- 

- 

- 
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terjri 

(Shfcl 

96131 

*0X179 095 - T67 

3 6174 

3 5915 


. 
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m. 


211X87 

7.1 

208.957 

6.9 

100.472 

8.7 

120X 

Jjpan 

CY) 

128.985 

-1 505 950 - 020 

ToQXOQ 

-.20 CM 

-2-342 

53 


c . 


5 3 +2 OX 

7X12 S 

1.7 

7X177 

OX 

7.1840 

-2X 

- 

Malaysia 

(MS) 

4.1903 

-0.1195 855 - 950 
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FINANCIAL TIMES MO NDAY JANUARY 19 J 998 


F I G U I I)E TO I H i: 


EEK 


MONDAY 


Pinning down the Emu 

European finance minis ters meet in 
Brussels, with Gordon Brown, the UK 
chancellor, as chairma n , to discuss 
issues raised by monetary union, 
notably the Italian budget - a topic of 
particular sensitivity since Italy’s bid 
to join the single currency has 
provoked more controversy than most 
However, ministers wifi be careful not 
to anticipate the decision scheduled for 
May on which countries are eligible for 
Emu. Other matters to be discussed are 
the priorities of the UK presidency of 
the European Union, the timetable for 
monetary union, denominations and 
technical specifications of euro coins, 
and measurement of finan cial 
intermediation services within 
countries' national accounts. 

Health matters 

The nomination of a new 
director-general to succeed Dr Hiroshi 
Nakajima of Japan will be the main 
item on the agenda of the 32-member 
executive board of the World Health 
Organisation at its meeting in Geneva 
(to January 28). Dr Gro Harlem 
Brundtland, former Norwegian prime 
minister, is thought to be the front 
runner in a sbc-strong field. Apart from 
the nomination, to be announced on 
January 27. the executive board will 
discuss a draft global health policy For 
the 21st century and WHO reform. 

Euro-Arctic talks 

The Barents 
Euro- Arctic 
Council of 
foreign 

ministers from 
the four Nordic 
countries and 
Russia is 
meeting in 
Lulea. the capital of Swedish Lapland, 
for two days of discussions on trade 
and environmental issues in the 
Barents region. Hans van den Broek. 
the EU commissioner for foreign 
relations, will attend together with 
representatives of the European Bank 
for Reconstruction and Development 
and the World Bank. It is the fifth 
meeting of the Barents Council since 
its formation five years ago. Observers 
from countries including the US. the 
UK, Japan and Germany are also due 
to attend. 

Recruit result 

The Tokyo high court is expected to 
reach a decision in the case of former 
vice-education minister Kunio 
Takaishi. accused in the Recruit 
sbares-for-Cavours bribery case. 

Help for the helpers 

Experts in humanitarian law meet in 
Geneva to discuss the protection of 
staff of humanitarian organisations 
and the appropriate response to armed 
conflicts in the context of 
disintegrating state structures. The 
week-long meeting hosted by the Swiss 




Both president Fidel Castro and Pope John Paul II insist there is nothing political about the pontiff’s first visit to Cuba 


government, which acts as depositary 
of the Geneva conventions that protect 
non-combatants in times of war, 
follows a spate of attacks on aid 
workers in recent years. Also in the 
spotlight will be the increasingly brutal 
nature of today’s armed conflicts which 
often deliberately target civilians. 

Hague tribunal 

The trial of Serb Slavko Dokmanovic. 
former mayor of Vukovar charged with 
involvement in the murder of 260 Croat 
men taken from the town's hospital in 
November 1991. begins at the UN war 
crimes tribunal in The Hague. 

Inspection team 

The Japanese finance ministry's 
financial inspection department, 
banking bureau and international 
finance bureau meet US officials led by- 
comptroller of the currency Eugene 
Ludwig to discuss financial inspection 
issues in Tokyo. 

FT Survey 
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Holidays 

US, New Zealand. 


TUESDAY 


Something in the air 

Japan and the US hold vice-ministerial 
talks on a revision of their 1952 
bilateral aviation agreement in 
Washington. The two nations appear to 
be closer to an agreement on ways to 
liberalise the Japanese market; specific 
measures on expanding code-sharing. 


beyond- rights and airport slots are on 
the table. According to US sources, 
Japan and the US will set the stage for 
a four-year transitional agreement with 
a provision for further negotiations in 
the fourth year aiming further to 
liberalise flights between the two 
nations and to third nations. 

Disarmament talks 

The Geneva-based United Nations 
Conference on Disarmament, 
responsible for negotiating a 
comprehensive nuclear test ban treaty 
in 1996. holds its first plenary session 
of the year. Its 61 members will be 
hoping for an early end to the deadlock 
that prevented the conference from 
doing any substantive work last year. 
Topping the western agenda are 
negotiations on a global landmines ban 
and an end to the production of 
weapons- grade fissile material - but 
developing countries have held up 
these talks by insisting on parallel 
negotiations on complete nuclear 
disarmament which the nuclear powers 
have refused. 


Defence moves 

US defence secretary’ William Cohen 
ends a visit to China and goes to Tokyo 
for a meeting with prime minister 
Ryutaro Hashimoto and defence 
minister Fumio Kyuma. He travels to 
Korea on Wednesday. 

Chewing the fat 

This month's meeting of agriculture 
ministers in Brussels, under the 
chairmanship of Jack Cunningham. UK 
agriculture secretary, will be confined 
to one day rather than the usual two. 
Up for discussion will be proposals by 
the European Commission to meet 


World Trade Organisation objections to 
the way the EU imports bananas, and a 
ruling by the WTO last week on the 
ElTs fight with the US over 
beef-treated hormones. The British 
presidency will also spell out its 
objectives for the six months ahead. 

Peace fund 

The World Bank launches the $100m 
Peace Technology Fund, an investment 
fund for the Palestinian autonomous 
territories. Signatories include 
Palestinian leader Yassir Arafat, 
Shimon Peres, the former Israeli prime 
minister and World Bank president 

James Wolfensohn. 

Ceasefire hope 

Leaders of the opposing sides in the 
long-running civil conflict in Papua 
New Guinea’s island of Bougainville 
meet for talks on formalising a 
ceasefire in Christchurch, New 
Zealand. 

Czech post 

Vaclav Havel, the former dissident 
playwright faces re-election in the 
largely ceremonial role of Czech 
president by members of both houses 
of parliament Mr Havel has been 
president of first Czechoslovakia and 
then the Czech Republic since 1989. and 
is the overwhelming favourite to win a 
second five-year term. He is likely to 
face rival candidates nominated by the 
Communist party and the far-right 
Republican party, but he is officially 
backed by all the other main parties. 
However, he is not certain of winning 
the required majority in each house in 
the first round and there is also a 
possibility that the Republicans may 
obstruct the vote. Mr Havel, 61, had 


part of one lung removed last year, but 
has had to play a more active role in 
politics in recent months after the 
government collapsed in November. 

Political view 

A delegation from the European Union, 
Organisation for Security and ; • v; . ; . 
Co-operation in Europe and the .CckmicIl 
of Europe visits Albania to observe, 
political development there. 

Holidays . 

Brazil. Iran. 


WEDNESDAY 21 


Papal visit 

Pope John Paul B pays a five-day visit 
to Cuba, his first to the 
communist-ruled Caribbean island. The 
visit is the result of an improvement In 
relations in recent years between the 
Catholic Church and President Fidel . 
Castro's Communist party government. 
Rasing the mutual hostility of the early 
years of the 1959 Cuban revolution. 
Some 3,000 foreign journalists and at 
least 14.000 pilgrims and other visitors, 
including a contingent of Cuban exiles 
from the US. are expected to converge 
on the island. Both the Vatican and the 
Cuban government have been seeking 
to dampen speculation that the Papal 
visit will produce concrete political 
results, such as a thaw in US-Cuban 
relations or democratic. changes inside 
Cuba. Both sides stress that the visit is 
pastoral in nature. But the Catholic 
Church is certainly hoping the visit 
will strengthen its position in Cohan 
society and open the way for an 
expansion of its activities. 
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THURSDAY 


Complaints 

The World Trade Organisation meets 
in Geneva to consider three requests 
for dispute panels. Two of these relate 
to complaints brought by the US. one 
alleging unfair subsidies for Australian 
manufacturers of leather for car seats 
and the other r*H«rgtng Ireland with 
breaches of WTO rules on copyright 
protection. The third is a European 
Union complaint against South Korean 
restrictions on dairy products. 

Cape crusader 

The space shuttle Endeavour is 
scheduled for take-off from Cape 
Canaveral. Florida, for rendezvous and 
docking on Friday with the Mir space 
station where US astronaut Andy 
Thomas will replace David Wolf. 

Farm forum 

An international agricultural forum on 
EU farm policy and world trade is held 
in Berlin ahead of the new Word Trade 
Organisation round of trade talks, 
organised by German farm union . 

DBV. Speakers include EU Farm 
commissioner Franz Fischler 


and representatives from European •. 
agriculture ministries and farm 

uni ons 

Baltic exchange 

Eleven beads of state and government 

of the Council of Baltic Sea States 

induding German chancellor Helmut 
Kohl and Russian prime minister 
Viktor ^Cfoemomyrdin meet in Riga tcl 
"discuss co-operation to combat crime,; ' 
drug bogg lin g and migration! ' ■ 

Last war treaty 

Japan and Russia hold a deputy foreign 
minis terial meeting to discuss ways to 
conclude a peace treaty that would 
formaily endtbe second world war.. 
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FRIDAY 


Olympic flame 

The Olympic 
Same arrives in 
-Nagano 
prefecture after 
an lfrday 
journey around 
Japan. The - 
flame will then 
travel to 120 
cities, towns and villages in the 
prefecture via three separate routes . . 
and be united into one flame at the . ' 
opening ceremony on .February 7. The ' . 
flame has accidentally blown out 
several times on the way. 


Central Europe summit 

The presidents of Ukraine, IheGzech 
Republic, Italy, Hungary. Germany.- " 
Poland. Austria, Slovakia, Slovenia, 
Bulgaria and Russia meet at the fifth 
annual summit of central European 
states in Levoca, Slovakia. 
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Holidays 

Bangladesh. 


SATURDAY 


Chirac visits India • 

French president Jacques Chirac visits 
Bombay and holds talks with Indian. . 
president Kocheril Raman Narayanan 
and prime minister Inder Kumil GujraL 
He goes on to New Delhi on Monday 
for India’s National day celebrations. 

Let’s have launch - 

Hie Khrunichev Space Centre in 
Moscow unveils the first segment of 
the Alpha international space station 
to be sent to the Baikonur launch site - 
in Kazakhstan. The launch is 
scheduled for later in the year. -• * - - 

Compiled by Roger Beale, 

Fax: (+44) (0)171 8733196. . . L 
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Other economic news 

Monday; UK public sector 
borrowing for December is 
expected to show a further 
small improvement on a 
year earlier. The first “wind- 
fall tax" payment is due, 
adding £2.6bn to receipts. 
Tuesday: Moderate M3 

money supply growth in 
Germany for December 
should still be below 5 per 
cent. Germany’s trade bal- 
ance is likely to remain posi- 
tive thanks to strong 
exports. 

Wednesday: The US balance 
of payments deficit for 
November is likely to widen, 
following the relatively 
sharp $l.5bn contraction in 
October. Japan's trade bal- 
ance may see another Ylbn- 
plus surplus. 

UK retail sales for Decem- 
ber are also published, and 
include the start of the New 
Year sales period. 

Thursday: Housing starts in 
the US are expected to have 
reached around 1.5m for the 
fourth consecutive month, 
thanks to mild winter 
weather. 

Friday: German consumer 
price rises are predicted to 
be weak this month, 
reducing the chances of a 
Bundesbank interest rate 
increase. 


Statistics to be released this week 


Day 

RahMsod Country 


Economic 

Statistic 


MetSan 

Forecast 


Previous 

Actual 


D*Y 

Released Country 


Economic 

Statistic 


Median 

Forecast 


Previous 

Actual 


Mon 

Japan 

Nov machnry ordrs ex-elect & ships" 

-10.0% 

-14.3% 

Jan 22 

US 

Dec housing starts 

1.52m 

1.S3m 

Jan 19 

Japan 

Nov machinery orders ex-elect & ships -4.7% 

16.3% 


US 

Dec building permits 


1.45m 


UK 

Dec public sect borrowing requirement £300m 

E2Jbn 


US 

Initial claims Jan 17 

325k 

335k 


Canada 

Dec leading indtaatoraf 

0.5% 

0.6% 


US 

State benefits Jan 10 


2377k - 

Tubs 

Germany 

Nov trade balance 

DMtl.Sbn 

DM1Q.9bn 


US 

Ml week ended Jan 12 

$-7£bn 

$9.6bn 

Jan 20 

Germany 

Nov current account 

DM0. Obn 

DM-5Dbn 


US 

M2 week ended Jan 12 

S-2_8bn 

S8.8bn 


UK 

Dec vehicle production 


N/A 


US 

M3 week ended Jan 12 

SO.Ibn 

*16.1 bn 


Canada 

Nov manufacturing new orders 

0.5% 

2.1% 

Fri 

UK 

04 prelim gross domestic product*” 

0.6% 

08% 


US 

Bank of Tokyo -Mitsubishi Jan 17 


0.3% 

Jan 23 

UK 

04 preiim gross domestic product" 

3.3% 

3.7% 


US 

Rad book Jan 1 7 


1.9% 


Canada 

04 housing startsf 

152k 

148.7k 

Weds 

Japan 

Nov Industrial production!- 


-4.1% 


Canada 

Nov retail safest' 

0.6% 

0.3% 

Jan 21 

Japan 

Nov shlpmentst 


-5.3% 


US 

Dec treasury budget 

SlO.Obti 

-$17.3bn 


Germany 

Dec Ho west business climate index 

96.6 

99.1 

Sat 

Taiwan 

Dec M2" 


7.30% 


Germany 

Dec Ho west balance format 


3.5 

Jan 24 

Malaysia 

Nov manufacturing sales” 


15.1% ' 


UK 

Dec retail sales' 

0.5% 

-0.4% 

During the week... 





UK 

Dec retail safes'* 

6.1% 

4.6% . 


Germany 

Dec producer price index* 

-0.1% 

0.0% 


UK 

Dec M4' 

0.5% 

0.6% 


Germany 

Dec producer price Index" 

1.1% 

1.2% 


UK 

Dec M4** 

11.5% 

10.5% 


Germany 

Dec M3 from CM 96 base 

4.6% 

4.7% 


UK 

Dec M4 lending 

£4. Obn 

C7.2bn 


China 

04 gross domestic product 

9 A% 

8.0% 


US 

Nov trade: goods & services 

-Si 0.2 bn 

-$9.7bn 


Germany 

Dec Import prices* 

■0.2% 

.-0.3% 


US 

Nov goods & serve export (bal of pay} S79.9bn 

$8Q.0bn 


Germany 

Dec import prices" 

2.0% 

3.1% 


US 

Nov goods & sarvs import (bal of pay) $90.1 bn 

$89.7bn 


Italy 

Dec balance of payments 


LO.Stn 


Canada 

Nov wholesale tradef 

0.9% 

1.8% 


Haly 

FX reserves - 


LT29tn 


Japan 

Dec trade bal (customs deared) nott 

Y1.36tn 

Y879bn 


Italy 

Dec total bank fending 


4.5% 

Thurs 

France 

Nov industrial production^' 

-1.2% 

3.3% 

'month on month. *>Baron year, "*qtr on qtr. f seasonal/ adjmted 

Sfefcfcs, Sfemferrf t ftwris UMS. 


ACROSS 

1 Eating disorder (11) 

7 Successful strike? (3) 

9 Stand-in copper arrested by 
acting Herbert i'5'i 

10 Vibrations scare none away 

< 9 ) 

11 Manipulate saw: do it on 
tree (9; 

12 Nobody's heading into the 
distance with the AA (5) 

13 Names brought about by 
perfect recall? Hardly! (7) 

15 Don Juan scrapes together 
anything loose (4) 

18 Clouds moving, look out as 
clouds move (4) 

20 Strip empty box? (?) 

23 Boy, some like it hot! (5) 

24 Improper date Iurer? <S) 

28 Check carriages in repose 
(9) 

27 Large breast sizes featured 
in repellent tabloid per- 
haps? (5) 

28 0 for the endless river f3) 

29 One's bananas, bananas 
needed to enter Brazil? (11) 


DOWN 

1 Massive deficit in fuel (8) 

2 Addiction to cigarettes fills 
one bed in nine <8) 

3 Take hands off peacekee- 
per? 1.5) 

4 Climbing apparatus, there- 
fore to be seen In mountain 
climbing (71 

5 One with privileged access 
to information gets the bat- 
ting team runs (7) 

6 Terribly right! One monk's 
habit absent here (3-6) 

7 Name of composer we hear? 
( 6 ) 

8 Ancient city backstreet 
accommodates goddess (6) 

14 Tea bag goes first, right in 
sugar (9) 

16 Breakfast time? (8) 

17 Charges with the responsi- 
bility of making test runs 
( 8 ) 

19 Frank perhaps wants 
ambush set up, then it's 
organised (7) 

20 Token riposte (7) 

21 Slippery slope providing 
awful risk to one in Gren- 
oble? (3,3 1 

22 Runs out of gas, the Span- 
ish fuel (6) 

25 Note on doctor's prescrip- 
tion maybe? t5) 



MONDAY PRIZE CROSSWORD 

No.9,584 Set by BATS 

Six bottles of Davys .Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by post. These prizes are available 
only to winners living in England, Scotland and Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cards. Solutions by -Thursday January 29. marked Monday Cross- 
word 9.584 on the envelope, to the Financial Times, l Southwark Bridge. 
London SE1 9HL. Solution on Monday February 2. Please allow 23 days 
for delivery of prizes. 

Name. ... 


MORSE 


Address.. 


Solution 9.572 


WINNERS 9,584: B JH Aish, WarHngham. Surrey; winner 
D. Oram, Brockmans Park, Herts; P.C.K. OTerraU, God- 
aiming. Surrey, Mrs M. Scott, Sidcup. Kent. 




FINE WINES AND BATING 


Network 

Computing, 


Fact or fiction? 


There are two ways to fhd out the’ facts 
about network computing, 

I Attend one of bur briefir^. 

Z Visit our Enterprise Computing Centre 
to see and use the latest technology. 

You can achieve either by caffing us on 
0800 22 88 88 or at www.morsejco.uk. 


&Sun 


Morse Computers 
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BUSINESS EDUCATION 


Europe's MBA schools 
are responding to calls 
for the promotion of a 
world view in business. 
Della Bradshaw reports 

Opting for a 

broadened 

outlook 
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Id 1993 Brett Rierson. a 
manager from Milwaukee, 
decided tu study for an MBA. 
His most obvious choice 
would have been to attend 
one or the big US business 
schools but he chose instead 
to attend lnsead. in Fon- 
tainebleau. near Pans. 

Today, based in London 
and now vice-president for 
the international arts and 
non-profit division of AT 
Kearney, he has no doubt 
that he made the right deci- 
sion. “(Suing to a US school 
would have helped me work 
in the US. lnsead opened the 
door for me in Europe.” With 
lnsead commanding a grow- 
ing reputation in the US he 
says he could easily get a job 
of commensurate status if he 
returned to the US. 

The advantage has been 
more than just geographical 
The huge mix in nationality 
of both students and faculty 
means that the curriculum 
taught at lnsead is intrinsi- 
cally international in per- 
spective. he says. Mr Rierson 
believes the outlook offered 
by lnsead is what businesses 
seek from their managers 
today. “Four years ago you 
didn’t hear about all these 
global issues but now if you 
listen to the people who are 
recruiting, what they want 
are global managers." 

While European business 
schools have traditionally 
been seen as the poor rela- 
tions of their US rivals, these 


days US companies are 
increasingly looking to 
Europe to fill their MBA 
recruitment quotas. 

Initially their require- 
ments have been for MBAs 
living in Europe to staff 
their European offices, says 
KaJ Denzel. /AID'S director of 
admissions and career ser- 
vice. “They are beginning lo 
realise that rather than 
recruit MBAs in the US and 
send them across, or going 
to the expense of relocating 
existing managers from the 
US with their families, there 
arc better qualified people 
over here already." 

Many big organisations 
are altering their recruit- 
ment lists, she says. Instead 
of recruiting at the 15 top US 
business schools they are 
looking at 10 US schools and 
a handful of European 
schools. 

In the past year. US 
recruitment has gone one 
step further, notes Ms Den- 
zel. Seven of the graduating 
class of ‘83 at IMD were 
offered jobs in the US. and 
only three of the candidates 
were Americans. “The chal- 
lenge is to get a US recruiter 
to come to IMD and say they 
want to recruit for Europe, 
the US and Asia." she says. 

The trend is particularly 
noticeable in sectors which 
are strong recruiters of 
MBAs, noticeably consul- 
tancy and hanlrinp. In the 
past two years the Wall 
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Street recruiters forum, in 
which America's biggest 
banks brief business schools 
on their requirements Tor 
MBA graduates, has invited 
career development officers 
from some European schools 
to attend, alongside a score 
of their US peers. 

Increasingly the profile of 
staff sought by banks 
reflects a more European or 
international perspective, 
says Tony Summers, direc- 
tor of career planning at the 
Erasmus graduate school of 
business at the Rotterdam 
School of Management. “One 
bank went as far as to say it 
was considering whether to 
insist that its recruits speak 
two languages." 
_With_most European 


schools eager to increase the 
proportion of their foreign 
students - for sound aca- 
demic as well as financial 
reasons - most of them can 
easily outstrip their US 
counterparts in an interna- 
tional student headcount. 

A look at the top regional 
schools in the UK sen es to 
prove the paint. At the Uni- 
versity of Bath 50 per cent of 
the intake on the full-time 
MBA programme is from 
outside the UK: at Notting- 
ham university school of 
management and finance the 
figure is 65 per cent; and at 
Lancaster university man- 
agement school 82 per cent 
are from overseas. The inter- 
national bias, however, does 
not extend to the faculty. ■ 


By comparison, the vast 
majority of faculty from the 
bigger international schools 
are foreign nationals. At 
lnsead. for example, only 15 
of the 100 faculty are French 
and more than a quarter of 
the staff - 26 per cent - are 
from the US. In all. 24 differ- 
ent nationalities are repre- 
sented on the faculty list. 

At IMD. in Switzerland, 
trie figures are equally inter- 
national: only five of the 43 
faculty are Swiss. Again the 
largest contingent - lu - is 
from the US. 

At London Business 
School 54 per cent of the fac- 
ulty are from outside the 
UK. In 1989 the percentage of 
□on-UK faculty stood at just 
20 per cent. At Erasmus, 50 


per cent of the faculty on the 
MBA programme are Dutch, 
the other 50 per cent from 
overseas. 

While it is hard to think of 
any top-ranking US business 
school that lias a dean from 
outside the US, Europe's 
three most prestigious 
schools have until recently 
all had overseas principals, 
lnsead 's Antonio Borges is 
from Portugal. IMD’s Peter 
Lorangc is from Norway and 
George Bain at London Busi- 
ness School (who left in 
December) was Canadian. 
Even the replacement princi- 
pal at LBS. Briton John 
Queich. who wall take up his 
new role in the summer, has 
spent all his career at North 
American business schools. 




As to Mr Riersou, he was 
by no means the only US 
respondent to the FT survey 
of European MBA gradu- 
ates* who valued the inter- 
national education available 
at a European schools. Tara 
Whitehead returned to the 
US to work as a manage- 
ment consultant for the IBM 
Consulting Group in 
Atlanta. Georgia, after com- 
pleting her MBA in the 
Netherlands at Nfienrode. 

Her decision to study at 
Nfienrode was due to a wish 
to distinguish herself from 
the thousands of other MBA 
graduates who flood the US 
job market every year. She 
believes American managers 
considering an MBA degree 
are limiting their options if 
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they do not investigate pro- 
grammes outside the US. 

“What 1 really valued 
about the course was that 
you could take the pro- 
gramme and put it anywhere 
in the world. It had interna- 
tional students and faculty 
and visits from international 
executives.” Moreover, she 
say's, it enabled her to spend 
a year overseas. “It gave me 
the opportunity to look at 
my own country from a com- 
pletely different perspec- 
tive." 

*The FT survey, reported on 
the next four pages, looks at 
the career progression of 
more than 1.200 MBAs who 
graduated from European 
schools in 1904. 
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For details of programmes contact Stephanie Parsons. 
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A passport to progression 


There is value to 
be had from 
gaining an MBA 
But attending the 
right school helps 

An MBA degree, long 
regarded with suspicion by 
employers and would-be stu- 
dents alike, is now proving 
to be of real career value to 
thousands of European grad- 
uates. 

The FT survey of 757 
full-time MBA students who 
graduated in 1984 showed 
salary increases of 92 per 
cent over a four to five year 
period. Before studying for 
their degrees only four per 
cent were at director level 
and one per cent were finan- 
cial directors. Three years 
after graduation. 16 per cent 
are directors and three pier 
cent are financial directors. 

Today, a typical MBA 
graduate of 1994 is male. 33- 
years-old and could well 
work for an industrial com- 
pany. He will probably earn 
around £52,000 and is just as 
likely to have studied over- 
seas as at borne. 

Although this Is the aver- 
age. the survey revealed 
some surprisingly high sala- 
ries. particularly in banking 
and consultancy. Of our 
sample, two MBAs, one from 
Insead and one from London 
Business School earned over 
£300.000 a year. A further 
three, from FMD. Jese in Bar- 
celona. and Warwick Busi- 
ness School, earned more 
than £200,000 a year. Nearly 
40 students, all in their early 
thirties, earned more than 
£100.000 and almost all come 
from the five schools men- 
tioned previously. 

But the disparity between 
the best business schools in 
Europe and the worst is 
painfully obvious. The FT 
survey looked at just 46 
schools which had been 
accredited by one of the 
three accreditation bodies 
that work across Europe. 
The difference between the 
percentage salary' increases 
earned by the al umni of the 
top five of those schools and 
the alumni of the bottom 
five is significant 

Alumni from the five top 
schools had percentage sal- 
ary increases of 147 per cent 
over the four year period 
and saw their salaries actu- 
ally rise by £32.716. The bot- 
tom five saw their salaries 
rise by just 44 per cent over 
the same period, with actual 
salary increases of just 
£11,517. 

Yet. these 46 schools are 
the best of the bunch. In 
total there are more than 200 
MBA programmes on offer in 
Europe, more than 120 of 
them in the UK alone, offer- 
ing a range of courses. 

The message from all this 
is to choose your programme 
carefully. It was noticeable 
from the comments made by 
the respondents to the FT 
survey that euphoric 
responses came from the 
more prestigious schools. 
Alumni from other schools 
said that employers often 
overlooked MBAs recipients 
from the smaller schools. As 


How MBAs move up the 


Pro MBA 

line manager 
62% 


CEQMD 1% 



Director 4% 


Financial director 1% 
Financial manager 7% 

General manager 10% 


Other 15% 


CEO/MO 3% 

Chair 1% 

Director 9% 

Financial cfirector 1% 
Finance! manager 1 1 % 


General manager 14% 


CEO/MD 6% 
Chair 1% 


Director 18% 


Financial director 3% 


Financial manager 10% 
General manager 17% 


Source FT survey: Fitf time rescnndmts 



Top five 
schools 


Bottom five 
schools 




JO Average »» Impro v ement 
jO Fast school 
10 Fifth school 


50% 

Some* FT arirf. Mi tgm mwndwts 


I 

100 % 


150% 


200% 


one respondent put it: “I 
spent a long hard year doing 
my MBA and it was of enor- 
mous value to me at a per- 
sonal level. But prospective 
employers weren't Inter- 
ested. I wish I'd gone to 
Insead." 

For women, too. the MBA 
has not proven to be the 
career panacea. Although 
they are earning only mar- 
ginally less than men on 
starting their courses, and 
their first jobs on graduation 
are comparable, three years 
after graduation their sala- 
ries are woefully adrift of 
their male counterparts. One 


reason is that the MBA gave 
many the confidence to work 
part-time or become self-em- 
ployed while others opted for 
family or career breaks. 
There is also a significantly 
higher proportion of women 
who migrate to or Stay in 
the public rather than the 
private sector. 

However, for those who 
did graduate from 50 or so 
schools featured in our sur- 
vey there was a surprising 
uniformity in the benefits 
they believe they have 
accrued. Comments 
included: 

• The MBA “opened doors” 


to a wide: range of profes- 
sions. In particular it 
enabled many technical 
managers to move from a 
line manager role to that of 
a general role. Our survey 
showed that before the MBA 
62 per cent of respondents 
described themselves as line 
managers. On graduation 
that figure had dropped to 52 
per cent and by today, three 
years on, the figure has 
dropped to 39 per cent. Over 
the same period the propor- 


A graduate’s 
view: Tve 
changed in 
dimensions - 
to a new 
industry, a 
new role and a 
new location.’ 


tion of general managers has 
risen from 10 per cent to 17 
per cent 

• The MBA was a vital 
stepping stone for people 
who simply wanted a change 
of career. In particular it 
was seen as a vital compo- 
nent lor those who wanted 
to move into banking or con- 
sultancy. 

• Many MBAs who worked 
in large corporations or in 
the public sector, such as the 
health service, felt an MBA 
was a vital component for a 
move upwards in their own 
organisations. 

• A proportion of the 
respondents simply wanted 
the know-how to enable 
them to do their existing 
jobs more effectively. 

• Almost all the students 
who studied overseas, and 
some who studied in their 
home country, commented 
on the international expo- 
sure they enjoyed. 

For some alumni the 
course provided all the bene- 
fits rolled into one. as for 
one Australian graduate 
from tMD. now a consultant 
earning $100,000 (£61.350) a 
year. “The MBA has enabled 
me to change in three 
dimensions: industry (from 
telecoms carrier to consult- 


ing); role (from marketing to 
business strategy) and geog- 
raphy (from Asia Pacific to 
Europe). The combination of 
the three has been the key 
generator of benefits 
increase.” 

As to the skills they learnt 
on the course, the students 
were surprisingly uniform in 
their assessment. The 
courses gave them: 

• personal confidence 

• networking skills 

• an international perspec- 
tive 

• and the ability to learn 
other languages. 

On a personal level almost 
all respondents mentioned 
the friends and business net- 
works they had made on the 
course. Several even met 
their spouses in the same 
study group! 

Many of the students com- 
mented that their MBA 
course was the best thing 
they ever did: others were 
less sure. In particular many 
felt an MBA. though widely 
recognised in the multina- 
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tionals. was largely under- 
valued in smaller companies. 
Older students, particularly 
those over the age of 40, 
were less optimistic. 

Others warned that an 
MBA might get you the 
interview and that employ- 
ers were more willing to 
take a risk by employing 
someone with an MBA. How- 
ever. once you had the inter- 
view it was your other attri- 
butes, and particularly your 
relevant work experience, 
that secured the job. “The 
MBA is a passport, not a 
meal ticket," as one alumni 
commented succinctly. 



Respondents said MBAs “opened doors" for them 


Cranfield 

I UNIVERSITY 


School of Management 

The Cranfield MBA 

Do you want ro build oa die skills and knowledge 
you have already acquired ro develop your career 
further? Perhaps you would like to starr up your own 
business? Or maybe you ore interested in developing 
yourself as a person and as a manger? The Cranfield 
MBA can help you achieve your aims. 

We ate offering a limited number of scholarships tor 
women participants on the full -rime MBA 
programme. Worth up to £7,500. the scholarships 
will be awarded to candidates with a sound career 
background who demoostiare the ability to develop 
their managerial potential sdll further. 

To find out more about our programmes and the 
scholarships, visit us on stand MI at the London 
MBA Fair on 28 8c 29 January. Or contact: 
Maureen Williams, Cun Held School of Management, 
Ganfieid. Bedford MK43 OAL Tel: 01234 751122. 

Fax: 01234 752439. 

Email: Bwfllinw^B tflfitldimfc 
Internee hap:// www.cranEeld.ac nk/ sun 

Cnuilidd Unowaity a an exempt chanty offering a court of exreBener for research and oil canon. 


Women 

IN 

Management 
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GLASGOW'S 

the 

b u sin r s s SCHOOL 


Exploit your 
professionalism with 

the Glasgow MBA 

Full and Part-time Programmes 


L'XJY E RSITY of GLAS GOW 
BUSINESS SCHOOL 


Tel: 0141 330 4132/0141 330 6924 

e mail: s.dobbie^frmgt_ gta.nc.uk 
An AMBA Accredited School 


The pros and cons 
of assistance 


Financial aid can 
be a double- 
edged sword for 
students and 
employers 

The cost of financing your 
MBA could set you back 
between £10,000 ami £100,000. 
Add to this the opportunity 
cost (salary loss) and you 
could be looking at figures 
in excess of £140.000 for a 
year’s study as was the case 
for an American student 
attending Insead. 

A cheaper way of gaining 
your MBA is to do it 
part-time (see article on page 
five), but this means simul- 
taneously bolding down a 
full-time job. and taking at 
least twice as long to gradu- 
ate. Cheaper still, get your 
employer to sponsor you. 
paying up to 100 per cent of 
fees and contributing 
towards maintenance during 
the course. It is more likely 
that firms will sponsor 
employees on part-time 
courses rather than 
full-time. Of the total 
part-time returns, 57 per 
cent were company spon- 
sored compared to only 15 
per cent of mil-time returns. 

For the prospective stu- 
dent, sponsorship provides 
the route to professional 
development and promotion 
with minimal risk. For 
firms, however, this is a 
large outlay and what 
employers need to know is 
the likelihood of employees 
gaming an MBA and moving 
to another company. The FT 
survey results provide inter- 
esting reading for human 
resource managers and spon- 
sors. In the case of full-time 
students. 40 per cent of com- 
pany sponsored graduates 
changed employer upon 
completion of the MBA. This 
is considerably lower than 
the figure for all full-time 
graduates (see table), regard- 
less of their source of 
finance, but provides cause 
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for concern to' sponsors. 
Three years on. 66 per cent 
of sponsored employees had 
moved. 

The part-time figures pro- 
vide more comfortable read- 
ing. Only 19 per cent of com- 
pany sponsored graduates 
moved to a different 
employer on graduation. But 
three years on, the figure 
had risen to 64 per cent.. 

Generally, part-time stu- 
dents show more loyalty, 
with only 34 per cent of all 
graduates, irrespective of 
their type of financing, mov- 
ing to different companies 
after completing the MBA. 
This may be a reflection of 
the profile of our part-time 
MBA students. The average 
age of part-time respondents 
at the start of the course was 
35. whereas the equivalent 
full-time figure was 39.. 
Part-time students are more 
likely to have dependants, 
require more stability and 
hence are less inclined to 




move jobs. The sector show-, 
ing greatest loyalty. is the 
non-profit sector. Amongst 
all part-time students, 15 per 
cent were in this sector - 
comprising mainly local gov- 
ernment and health author- 
ity employees. Only 16 per 
cent' of these graduates 
changed employer after the 
MBA. Even then, nearly aD 
<96 per cent) stayed in the 
non-profit sector. The -same 
percentage were still m this 
sector three years after grad- 
uation. although the percent- 
age of graduates who had 
never changed employers 
had fallen to 56 per cent 
This su g gest s that the non- 
profit sector is beginning to 
value the skills taught 
within MBA programmes, 
and recognises that they are 
not the exclusive to the com- 
mercial sector. Says a local 
government employee: “The 
MBA is now seen in my 
organisation as essential, a. 
prerequisite to progression”. 

.v-is 
Tsais’ 


Company sponsored part-fine students - 
^profit: 



ts%‘ 


.-i 


^ WxJ sC^yfid inriDiJ^profttj’ J,: i 
:«ectoitM«?9r8dufiioi4: '** r 


36'wrhb aiay'icfcfci feme • '■ , ’<■ >7 

T ■: 4 

ra*% 





Souxx FTSuvoy 


The participants 


Forty-nine European business schools, all listed below, agreed to participate in the ' 
FT- Guide to European MBAs. Some have full-time programmes, others part-time 
programmes, others both. AIL the schools participating in the sun/ey. are either 
taking part in the European-wide accreditation process run by the' European 
Federation of Management Development (EFMp). in Brussels, or haw MBA; ' 
programmes which are accredited by the Association of MBAs, in London, No . 
European schools accredited by the American accreditation body, the AACSB, fft v 
the profile for the survey. In the final analysis, alumni from forty-six of the schools - 
took part in the survey. :b'< 

■ Belgium: Katholieke Un'iversitat Leuven. - 

■ England: Ash ridge Management College, Aston Business School, University of.; 

Bath School of Management, Birmingham Business School, Bradford . . -i 

Management Centre, Bristol Business School, Judge Institute M : the CHver§fly 
of Cambridge, City University Business School, Cranfield School. of G ; 
Management, De Montfort University, Durham University Business School;'. vjf 
Henley Management College, imperial College Management School, K3ngston . Tf. 
Business School, Lancaster University Management School, Leeds University -A 
Business School, London Business School (LBS), Manchester Business Sc^boG' 
(MBS), Manchester Metropolitan University, Middlesex University Business: ■ 

School, University of Newcastle School -of Management, Nottingham University 
School of Management and Finance, Sheffield Business School, Sheffield 
University Management School, Warwick Business School , University of ‘ 
Westminster London Management Centre. A A 

■ Finland: Helsinki School of Economics and Business Administration. •’ Gv:- 

■ France: EAP European School of Management, EM Lyon (formerly ESC Lyon)i . 
ENPC, ESC Nantes Atiantique, ESC Paris, ESC Reims, HEC School of . • 
Management, IEP (Institut d’ Etude Politiques de P<ris), Insead. "• 

■ ftaly: SDA Bocconi 


■ Netherlands: Nimbas, RSM Erasmus, the Netherlands business school at . 

. Nljenrode University. 

■ Scotland: Edinburgh University Management School, University of Glasgow, " 
Business School, Stirling University, Strathclyde Graduate Business' SchObL •£’. 

■ Slovenia: International Executive Development Centre (1EDC). V,G V 

■ Spain: Esade, Institute de Empresa, lese at the University of Navarra. . - , : i / 

■ Switzerland: IMD - -’/■?* 

Additional research by Alice Hunt and Ned Denny. ' 
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So you want to be at the cutfjrig’edge of-business? 


■ , » ,J*/ * - ^ • w r-l. a— 

Manchester Business School is famous the world over for bringing a uniquely practrtal approach to contemporary business theory, 
ultimately with the aim of putting you at the cutting edge of business thinking today^^, 

For full details of management and senior executive development programmes, including a r Mi m e MBAs, call now on 

+44(0)161-275 6566:pr visit Jhe School's website at http://www.mbs.ac.uk 
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FULL-TIME MBAs • by Della Bradshaw 


Diverse in style and options 


Research the 
choices before 
deciding where to 
go and how much 
to spend 

Lust autumn a reader of the 
Financial Times wrote- tn the 
editor complaining about a 
recruitment advertisement 
which appeared in the news- 
paper. In the advert for a top 
management position the 
headhunters required all 
applicants to have an MBA 
from one of three European 
business schools: insead. 
IMD or London Business 
ScbooL 

The author of the letter, 
himself a graduate of Eras- 
mus. the graduate school at 
the Rotterdam School of 
Management, complained 
that it was no longer true 
that there were just three 
good business schools in 
Europe. 

He clearly had a point. 
With six schools in our sur- 
vey enabling alumni to dou- 
ble their salaries in just four 
or five years. . there is a 
greater choice of reputable 
schools than ever far the dis- 
cerning MBA applicant 

Just what determines the 
final salaries and salary 
increases among schools in 
the table is more than just 
the quality of ihe course. 
Age plays an important fac- 


tor in determining which of 
the schools deliver thy high- 
est percentage increases. 

The schools with the 
youngest students, and 
therefore earners of the low- 
est salaries at the outset, 
fared belter in this regard 
1 ir. percentage firms*. Inter- 
estingly. the two-year pro- 
grammes, from London busi- 
ness school and kse. rather 
than the one-year pro- 
grammes, scored highest. 

In terms of the salaries 
earned by 1994 alumni today, 
it is IMD that tops the 
chans. Again, age is a factor 
because IMD students were, 
on average, two years older 
than the students who stud- 
ied with main rivals (Inscad 
and London Business 
School), and therefore earn- 
ing more to begin with. 

The salaries that IMD par- 
ticipants relinquished in 
order to do the course aver- 
aged £39.797, more than 
alumni from Bocconi in 
Italy, or Instituto dc 
Empresa in Spain, had 
achieved even three years 
after graduation. 

Other statistics also 
require careful interpreta- 
tion. City University, for 
example, tops the table when 
it comes to the proportion of 
its full-time students that 
achieved their desired pro- 
fession. However. City Uni- 
versity’s strong links with 
the City of London Unanciaf ■ 
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centre would inevitably 
attract students who wanted 
to move Into Finance and 
banking. 

It is no surprise, then, that 
accordingly to respondents 
from the survey. City had 
tbe highest proportion of 
students of all who went into 
finance and banking: 40 per 
cent (see table page 4). 

So. too. the cost of doing 
tbe course Is estimated from 
the responses to the FT sur- 
vey byrihduding the average 


40 - 60 80 

Salary (g'OOO) 

salary that a student has to 
forego to study. At IMD die 
cost is more than £74.000. a 
high price for a one-year 
course. But once the average 
annual salary of nearly 
£40,000 is removed the figure 
is much more in line with 
rival Insead. 

When the opportunity cost 
is removed the course at 
Insead cost the 1SS3 intake 
£30.248 on average, while at 
IMD the figure was an aver- 
age £34,410 


Where schools have a paid 
placement in tbe middle of 
the course - JJLS. lese. Eras- 
mus ami Manchester Busi- 
ness School are Four that do 
- participants can earn thou- 
sands of pounds to offset 
against their tuition eosrs 
and living expenses. 

The comparative survey 
was named out on schools 
where more than 20 per cent 
of the students responded to 
the FT questionnaire. 
Although a low return does 
nut indicate anything about 
the quality of the course, a 
high return may indicate a 
high degree of loyalty felt for 
the schuu] toy alumni. 

The highest percentage 
return rale came from War- 
wick Business School where 
more than 40 per cent of 
those targetted responded to 
the questionnaire. 

For those who want to 
work outside their own 
country on completing their 
MBA. several schools stand 
out. EAP. the European 
School of Management, with 
sites in several different 
European countries is one 
obvious choice. Of the big 
schools it is LBS that won 
approval. 

While the powerhouse 
American business schools, 
often referred to as “MBA 
factories" are developing 
marketing strategies to dif- 
ferentiate themselves from 
each other, the European 


schouis are by their very 
nature a diverse bunch. 

EAP is one of the smaller 
schools in the survey with 
just 25 students on its 
full-time programme. Ash- 
ridge, had just 23 students u? 
199? and the MBA Sciences 
Po programme at IEP has 
just 35 students a tear. At 
the other end of tbe scale 
Insead is regularly increas 
ing its Intake and ui i997 it 
took m 512 MBA partici- 
pants. lese took in 41 s stu- 
dents last year to its 
full-time MBA programme in 
Barcelona. 

Some European pro- 
grammes last two academic 
years, the same as most US 
business courses. Others last 
only IS months and some 
just a year. Some schools 
have company placements at 
the end of the first year, oth- 
ers propel their students 
straight into tbe job market. 

Insead and Erasmus take 
in two cohorts of students a 
year, others usually have 
only one intake. Language 
requirements vary* too. Many 
schools require participants 
to speak two languages, 
while many schools have bi 
lingual programmes. 

While most schools are 
attached to state universi- 
ties. two of the UK’s best- 
known schools. Asbridge 
and Henley Management 
College began as indepen- 
dent management centres. 


The survey results 


Assessing 
the rules of 
engagement 


The Financial Times 
invited Sd schools who run 
accredited full-time and 
part-time programmes (see 
tahie of participants on 
page- (nv< to lake pari in 
the survey. We did not 
include distance learning 
courses because of the vari- 
ation in finishing times, 
usually 2-5 years, and the 
difficulty hi assessing the 
impact of the course on 
career progress. 

The survey elicited 
replies from ST nationali- 
ties. resident in 65 coun- 
tries around the world. 

We asked respondents for 
informal ion from three 
stages, mimed lately before 
they started the MBA. afltr 
file MBA and today. The 
questionnaire*; were sent to 
alumni from ’.994 and if the 
total intake for a single 
year was less than mu. the 
schools \v< re invited to sub- 
mil questionnaires to 
alumni from l&JC as well. 
Alumni were chosen for 
1&&4 as it was fc-H that the 
three year interval would 
allow us to assess the value 
of their degree. Responses 
from earlier graduates 
would have reduced the 
response rate. 

Id total. 5.817 question- 
naires were sent to full and 
part-time graduates. Of 
these. 1.302 were returned 
of which 1.224 were usable. 
This represents a return of 
21 per cent. For the individ- 
ual school analysis, only 
schools with returns in 
excess of 20 per cent were 
included. Therefore a 
school’s absence does not 
in any way reflect its per- 
formance. 

A study which involves 
international institutions, 
employment migration, 
temporal effects and sala- 
ries will have to be 
assessed carefully. A com- 
parison or students in dif- 
ferent countries may be 


biased if no correction for 
wage inflation and stan- 
dards of living is made. 
Hnuever. we have decided 
to show absolute values 
(direct conversion of local 
currency saLirios into ster- 
ling using an average 
annual c-xchange rarei on 
the basis that it is difficult 
to make comparisons of 
wage rates h e-cause coun- 
tries use different conven- 
tions in their calculations. 
Furthermore, tbe returns 
were dominated by gradu- 
ates in industrialised coun- 
tries where inflation rates 
have been low and stable 
relative to the 100 p-.-r cent 
plus improvement in sala- 
ries seen in many of the 
participating schools. 

In using percentage 
change figures for the 
increase in salaries, the 
problem of living standard 
differences is reduced. Duly 
those students that move 
between countries with sig- 
nificant living standard dif- 
ferentials will affect these 
figures. To accommodate 
this, we deflated the figures 
using GDP per capita data 
with purchasing power par- 
ity corrections. This pro- 
duced a top five, in percent- 
age improvement terms of 
LBS. IMD. Insead. Warwick 
and Craofield. which 
reflects the percentages or 
students that take up 
employment outside their 
national countries How- 
ever. we felt this to be a 
crude deflator and that the 
results were not suffi- 
ciently robust to warrant 
further analysis, largely 
because of the criticisms 
suggested above. 

A second questionnaire 
was sent to business 
schools, and the data was 
used to complete tbe first 
half of the full-time table. 

Parminder 

Bahra 
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MASTERS IN FINANCE 
EXECUTIVE MBA 



Executive MBA or Masters in Finance? 

The choices begin here 




You are ambitious and do not wish to in te rrup t your demanding career, but 
want an MBA that is internationally recognised and respected. The solution is onr 
part-time Executive MBA, now shortened to two years. 

Naturally, we demand a high level of co mmitment for the p r ogra mm e, winch 
has intakes in January and September. You w31 study at the School on Fridays and 
Saturdays every other week, phi* six block weeks, spread over two yean (including 
two invaluable field trips abroad) and elective courses. 

Yoa will cover 14 core subjects in year one, and in the second, w£H design your 
own, portfolio from over 70 electives, to create a p rog ram me radar-made for your 
aspirations. A world class facaky, and a student peer group of high achievers, 
cr e a te a ^nly « tiwml«t»wg teaming e n v ir on m ent, in which yanH attain the business 
wirid’s most highly valued qiraBficarioiu - j ■ ■ — — 

To receive a compre h ensive vtffbrma- MBA l itfOTHflep gam hnes 

Cion pack, call the MBA Information I uiu - af r Saasex 

Officer on +44 (0)171 706 6850 iy tt*tm nylmr- r m — *nr IT" 

or return the coupon below to The Uutmdtoa OHher 

MBA. h i bernation Officer, London W oda oirfg y 21 Jaeoary at SJSpai 

Business School / Sussex Place, “ry?” 

Aguftrtt Partt,LoiuhnNW14SA,OK 

(fax: +44 (0)171 724 7875. - Otre. S**, Id 

C-mmL mmba~offics@Ibs.ac.uh 28 and 29 iwwj- 
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Our specialist Masters In Finance is taught by London Business School’s 
internationally renowned finance faculty, and is designed for individuals whose 
c arte rs require an in-depth knowledge of finan ce- The pro gram me is rigorous, prac- 
deal and career oriented. You can choose either two years of part-time (mainly 
evening) study at toe School, or nine months full-time. In addition to providing a 
thorough grounding in the programme offers an opportunity to conce n trate 

on areas of special interest via a wide choice of elective courses. To find out more, 
come to an information session. A Masters in Finance from London Business School 
wfll be one of the wisest investments — - — ^1 
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you’ll ever make. 

For a brochure and information ses- 
sion dates in Europe, Asia and North 
America, call the information Officer ; 
Finance Progr a mme? Office on +44 
(0)171 706 6840 or return the coupon 
below to The Finance P rogra mm es 
Information Officer, London Business 
School, Sussex Place, Regent's Park, 
London NW1 4SA, UK (fax; +44 (0)171 
723 1788, e-mail : rmfmfo^bs.acMk 

Web site: vnnuJbsMC.uk). 


Hasten fa Finance tafonaattoo Ses s io n s 
LaodOB - st Leaden Cari na — School Sussex 
Place, ItegsaF* Pmk, 8W1 
Tuesday 13 J&noary at SJSpm 
Tuesday 10 Fefennry at 6.15m 
Monday 9 Marcfi at GJSpro 

Taranto - Monday 19 Jasmy at 6 . 30 pm 
Sheraton Centre. 123 Queen Street Wtest 
New Ibric - Tuesday 20 January at 7 . 00 pm 
U Palter Meridlen, 118 W 57lh Sueet 

Boston -Hmsday 22 January at 6 J 0 pn 
Manta: Copley Place. 110 Huntingdon Avenue 

S*i Rwekco - Monday 26th Jmrny at SJOpn 
Mark HopWns Intercontinental, One Nob Hill 

CUc«» - Wednesday 28 Januwy at CL 30 pn 

Palmer House Hilton. 17 £. Monroe Street 

Paris - Monday 9 February at &A5pu 

Hotel Prince de Gafles, 3 Ave George V 


Job Title — 

Addrem tifafk D Home □ 


London 

Business 

School 
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MANAGEMENT CONSULTANCIES AMP INVESTMENT BANKS « by Delia Bradshaw 

A boom for graduates 


,v&J. 


Competition for 
the next wave of 
top MBA students 
is fierce in these 
sectors 

Mauagemeru consultancies 
and investment banks have 
won the reputation as the 
two biggest recruiters of 
MBA graduates and not 
without justification. 

Following cutbacks by 
management consultancies 
earlier in the decade, it is a 
sector now’ witnessing an 
unprecedented boom. With 
the demand for management 
consultants growing at a 
rate of 20 to 30 per cent a 
year, consultancies are 
looking for ever increasing 
numbers of newly-graduated 
MBAs to plug the gap in 
their pool of consultants. 
Today, management consul- 
tancies are undoubtedly the 
biggest single recruiters. 

The number of new con- 
sultants needed to feed the 
S35bn (£21.4bnj a year indus- 
try is compounded by the 
fact that many consultants 
often leave once it becomes 
clear that they are not going 
to make partner level. 

As a rule of thumb, the big 
management consultancies 
expect eight out of 10 of 
their consultants to move 
out of consultancy and into 
industry' within 10 years of 
joining the firm, fin the FT 
survey of 1994 graduates. 21 
per cent of the total student 
body took jobs in consul- 
tancy on graduation. Three 
years later nearly a third - 
31 per cent - bad already 
moved on.) 

The result is that, interna- 
tionally. the big consultan- 
cies alone need to recruit 
some 2,000 new consultants 
each year. 

Not surprisingly, increased 
competition has resulted in 
escalating salary offers. 
These financial inducements 
make it hard for the newly- 
graduating MBA to resist the 
lure of the big consultancies, 
says Ian Godden. UK manag- 
ing partner for management 
consultants Booz- Allen & 
Hamilton. 

Mr Godden is responsible 
for interviewing between 100 
and 200 potential consultants 
for his firm every year. 
“Despite everything they've 
learnt at business school 
about long-term financial 
planning they are lured by 
the short-term gain." he 
says. 


Finance and banking 
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58% in 


X. 20% out 
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1 Soar 3) FT survey- Full tlnva fwpoodwn s 

The starting salaries 
offered this year at the 
established business schools 
for a 28 or 29-year old MBA 
average £55.000 to £60.000 a 
year, but on top of that there 
is one-ofT sign-on bonus of 
£15,000. enough to pay off 
the fees of many courses. 
Many students see the 
sign -on bonus as a sort of 
belated sponsorship deal, 
admits Wendy Hall, career 
development manager at 
Cranfield. in the UK 

The result is that tradi- 
tional industrial recruiters 
have been forced to rethink 
the salary packages they 
offer to potential employees 
to compete with the consul- 
tants. Some industrial com- 
panies are even pondering 
the idea of sign-on bonuses 
themselves says Ms Hal). 

As for the consultancies, 
they are having to spread 
their nets even wider to 
draw in the number of new 
consultants they need to 
support the business. Gone 
are the days when it was 
enough to trawl a handful of 
big schools - Harvard, MIT, 




J31%o ut^ 


Stanford and Wharton in the 
US and Insead in Europe, for 
example - to get the 
required numbers. 

The beneficiaries have 
been schools such as Cran- 
field in the UK and IMD in 
Switzerland, traditionally 
seen as recruiting ground for 
industry. At IMD the firms 
are particularly looking for 
consultants to work in spe- 
cific lines of business such 
as pharmaceuticals. 

Trying to spread the net to 
the even smaller schools 
would be prohibitively 
expensive, says Mr Godden. 
“There are some great 
people at the business 
schools that don't get the 
ratings but as a commercial 
decision it is not worth pur- 
suing these schools just for 
the few." 

The banks, too, are follow- 
ing a similar pattern. At the 
Erasmus school, in Rotter- 
dam, offers by overseas 
banks, most notably Lon- 
don's investment banks, are 
swelling the sign-on salaries 
of its MBA graduates. The 
school estimates that many 
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Wilfiam Hague, UK Conservative Party leader (toft), and Asda 
chairman, Archie Norman, entered consultancy following MBAs 


students are actually leaving 
the one-year MBA course 
with a salary double the one 
they ei\joyed before starting 
the course. 

Deutsche Morgan Grenfell, 
for example, recruits 75 

MBAs globally, with 30 of 
those in Europe. Salaries for 
new recruits are bench- 
marked globally against the 
big US banks, which this 
year means a total starting 
package of $120,000- 

As well as the big US 
schools - Harvard, Warton. 
MIT, Chicago. Stanford. 
Columbia - Deutsche Mor- 
gan Grenfell targets London 
Business School. Insead and 
Erasmus. 

Though an MBA is not a 
prerequisite to becoming a 
management consultant, it is 
certainly a big advantage: 
between 65 and 70 per cent 
of management consultants 
have an MBA and the quali- 
fication is largely required 
by clients, says Mr Godden. 

The first advantage of an 
MBA is the business prac- 
tices that the MBA instills. 
"MBAs carry the business 
framework in their heads." 
says Mr Godden. He adds 
that Insead undoubtedly pro- 
duces the most effective con- 
sultants of all the European 
schools, a view which other 
consultants acknowledge: in 
1997 Insead 's five biggest 
recruiters were all manage- 
ment consultancies. 

But just as important is 
the network of students 
whom they meet on the 
course. Not only do individ- 
ual students move into posi- 
tions where they might need 
to employ a consultant, the 
majority of business for 
management consultants - 
the figure could be as high 
as 70 per cent - comes from 
managers who themselves 
went to business school. 

Although in the short-term 
management consultancy is 
seen as a lucrative option, in 
the long-term it is industry, 
with its executive salaries 
and generous share options 
that is likely to deliver the 
real financial rewards, says 
Mr Godden. One consultant 
who took this route and 
opted for industry is Archie 
Norman, chairman of Asda, 
and a Harvard MBA who did 
a spell at McKinsey & Co. 
Newly-elected leader of the 
UK Conservative party Wil- 
liam Hague also worked for 
McKinsey for a spell 
between completing bis 
Insead MBA and starting a 
career in politics. 
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Today, the ability to acquire new ideas and leam is fast 
becoming the decisive factor in sustaining competitive 
advantage. Success means tapping into the potential of every 
individual and organisation. 

Financial Times Management has been created to equip 
people and organisations worldwide with the knowledge, skills 
and understanding they need to succeed in an increasingly 
complex global environment. 

Through existing product brands such as The Open College, 
HDL Training & Development, Training Direct and Financial 
Tunes Pitman Publishing, Financial Times Management 


It's the most advanced software in file world. 
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Created to help people 
and organisations worldwide 
foster the knowledge, skills 
and understanding they need 
to achieve their individual 
and corporate ambitions. 
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provides books, distance learning programmes, corporate 
training programmes and subscript ion products. 

Our customers expect flexible solutions to fit their own 
circumstances and we are uniquely placed to meet their 
education, development and information needs - in print, 
electronically, bespoke or off-the-shelf. 

To find out more about Financial Times MiiJiqgemfrif, visit 
our website at: www.ftmanagement.com 
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BUSINESS LEADERS 5 TOP SCHOOLS* by Delia Bradshaw ; 

The best for visibility 


Europe’s business 
leaders tell the FT 
where they 
studied - and 
where they recruit 

Location, fees and 
employment potential are all 
factors that come into play 
when choosing an MBA 
course. But it might be 
worth asking where the 
directors of Europe’s biggest 
companies sought their 
MBAs. 

The maturity of most com- 
pany directors means their 
youthful decisions will be an 
indicator of the quality of 
the business schools they 
attended twenty-odd years 
ago - rather than their qual- 
ity today. Any information 
will inevitably be biased 
against schools which have 
reached prominence over the 
past decade - such as War- 
wick in the UK. 

Nonetheless, the informa- 
tion does have contemporary 
relevance. If the guys at the 
top have a soft spot for a 
particular business school 
this is likely to influence the 
recruitment patterns of that 
company. Moreover, any 
would-be consultants might 
find it easier to find a job 
after attending the same 
school as the boss. 

A study of Europe's top 
100 companies* reveals some 
interesting statistics. By far 
the largest number of com- 
pany directors surveyed 
attended the French school 
Insead. based at Fontain- 
bleau. 

Of the 60 members of the 
top management teams iden- 
tified - at executive director 
or management board level 
- 11 went to Insead. Perhaps 
more importantly, these 
directors were spread across 
the continent, working at 
companies in the UK. the 
Netherlands. Switzerland 
and Germany, as well as 
France. 

By comparison, of the 
alumni of London Bus i n e ss 


School, where seven com- 
pany board members were 
identified, four worked in 
the UK - the other three 
worked in Spain and Swit- 
zerland. 

The Cranfield School of 
Management was cited by 
five board members, but all 
work in the UHL In spite of 
its reputation as an indus- 
trial - even “techie" - busi- 
ness school, two of the five 
directors with Cranfield 
MBAs worked in service 
companies and a third in the 
media. 

Of the 23 directors identi- 
fied with MBAs from US 
business schools. Harvard, 
perhaps unsurprisingly, hit 
the top slot with seven direc- 
tors while Stanford and 
Columbia produced four 
directors each. 

Elsewhere there was a 
spr inkling of local schools 
providing directors for local 
companies. Iese, Esade and 
the Institute de Empress, in 
Spain, Henley and Manches- 
ter business schools in the 
UK HEC in France, and Leu- 
ven in Belgium, were all 
listed. In Scandinavia the 
Stockholm School of Eco- 
nomics and Hels inki School 
of Economics and Business 
Administration were both 
represented as was the Grad- 
uate School of Business 
Administration in Zurich. 

Strong local schools, feed- 
ing local businesses, also 
predominated in a survey of 
MBA employment patterns 
and requirements carried 
out among Europe’s largest 
500 companies* 

Sixty-seven of the 500 com- 
panies responded. Though 
the numbers represent anec- 
dotal rather than definitive 
evidence of European indus- 
try’s views on the different 
business schools, the 
responding companies were 
a self-selecting group: over- 
all, those who responded 
were those who invest 
heavily in management 
training. 

The companies were asked 
which business schools they 
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The Rotterdam School of Management ‘i MBA (General Maaapmxssi) and 
MBA/MBT (pins iufimatSon Technology) bring together pinjdpaa from 
44 <onKrk» for u> ImroN* IB nondu EngUah Uogragc ’hands-on' 
approach to management. 
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used to recruit MBA gradu- 
ates from, where they spon- 
sored students to study and 
which business schools were 
most heavily represented in 
their management foams 

Again it was Insead that 
swept the hoard across 
Europe followed by the 
usual suspects - IMD in Lau- 
sanne and London Business 
School 

The data is inevitably 
skewed on a country-by- 
country basis, depending on 
the education system in 
place there. In Germany and 
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Scandinavia, for example, 
where MBA degrees are 
largely unheard of, there is 
little stomai* for sponsoring 
students to study for them. 
Most managers there, as in 
France, have studied man- 
agement through the tradi- 
tional university system. - 

Over the past five years 
the situation has begun to 
change, however. Kjell Auge- 
nd. senior management con- 
sultant within the personnel 
group at Skandia Insurance, 
in Stockholm, notes a real 
growth in the number of 
courses in the region these 
days and an increased inter- 
est from younger employees 
for studying for an MBA.' 

The naraos that ramp up 
most frequently from Scandi- 
navian companies were the 
Stockholm 'School of Eco- 
nomics and the Helsinki 
School of Economics and 
Business Administration. 

A glance down the list of 
directors of most German or 
Scandinavian companies 
reveals a list of doctorates a 
mile long, but not an MBA 
in sight 

Many French companies 
list the local “grands ecoles" 
as their hunting ground. In 

the UK which has most 
closely followed the US 
model on management edu- 
cation, com panies both spon- 
sor students and recruit 
quite widely from their local 
business schools. At a 
national level Cranfield, 
Warwick, Manchester. Hen- 
ley and Bradford scored 
highly. In the Netherlands 
the names of Erasm us and 
Nijenrod were listed. 

One Interesting footnote Is 
that while few companies 
are prepared to send manag- 
ers to study in the US. at 
least one company used the 
Chicago part-rime MBA pro-, 
gramme; which' takes plaCd 4 " 
in Barcelona. 

* The companies surveyed 
belong to the FT Euro S00 Hst 
of companies ( and a subset 
thereof). These are the largest 
European companies by mar- 
ket capitalisation. 
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University of Wales. Bangor 

Rnanckji spedaBste from more than 50 countries have 
chosen this course to successfully achieve MBA status. 
Delivered through the combined resources of the 
world-ranked Manchester Business school and a leading 
European School of Bonking and Finance at the UnfversOy of 
Wales, this MBA is perhaps the most convenient and 
flexible among high quality distance learning programmes. 
Developed specifically for the working professional the 
course offers study flexibility and contact with faculty and 
students. 

Globally, a network of prestigious organisations provides fufl 
focal support. 

Spedflc professional accountancy qualifications provide an 
exemption-based route to on Accelerated Programme. 

For comprehensive information please contact us directly. 
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S AINSBUKY MANAGEMENT 
FELLOWSHIP SCHEME 

Are you a high flyer with the strength of ; 
character and ambition to reach file senior : 
levels of management? ■ 

Are yon looking for a way of gaming those' 
management tools necessary to reach the top? ’ 

If the answer to both these questions, is Yes^ you may 
be one of the engineers we are looking to support for 
study cm a MBA course at an international 
business school 

If you are aged between 26 and 34, and wish to 
receive application details contact: 

Ian Bowbrick, 

The Royal Acadony of Engineering, 

29 Great Peter Street, . 

Westminster London, SWIP 3LW. 

Telephone 0171 2222688 
Fax0171 233 0054 
e-mailibowbricki@raeng.co.iik • . 

Please quote reference number IJBfl/317 
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PART-TIME PROGRAMMES * by Della Bradshaw and Parminder Bahra f 

Learning while earning income It S where 
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Part-time MBAs 
suit those who 
wish to remain in 
work and do not 
hinder prospects 

Studying for an MBA degree 
Is not cheap. With a full-time 
one-year course setting you 
back around £30,000 once 
foes, accommodation and the 
opportunity cost <3 year 
without a salary) are 
included, the part-time 
option can look extremely 
attractive. 

The core question is 
whether a part-time degree 
delivers the same long-term 
career benefits and whether 
employers treat them with 
the same degree of respect 
as the full-time alternative. 

There is no definitive 
answer. At City University 
Business School, for exam- 
ple, the huge numbers of 
employees from the interna- 
tional banks in London swell 
the ranks of the part-time 
programme. Today, gradu- 
ates from the 1934 City pro- 
gramme have an average sal- 
ary of £80,621. With the 
exception of the full-time 
programme at IMD. in Swit- 
zerland. no other alumni 
earn -so much today. 

Just how much their sala- 
ries would have increased 
without an MBA is impassi- 
ble to gauge but most of the 
City respondents attributed 
at least some of the success 
to the MBA. 

“The MBA allowed me to 
move within my company 
into the job I wanted," com- 
mented one 31-year old com- 
puter company employee. “I 
use the skills 1 learned in the 
MBA every day of my work- 
ing life." 

An American banker now 
working in Singapore 
expressed a common theme, 
that the City MBA was very 
relevant to the banking 
industry. “For a career in 
finance the MBA is per- 
ceived as a licence to prac- 
tice. Although the course 
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CHy Urdwraty.Btiairvss School 

12^67 - 

- - 118 - 

36,993 

' "40.331 

-60621 

. 6atn Unfvaraty School of Mgt 

N / A 

86 

37,000 

40,675 

69.375 

-Warwick Business School 

.10,333 ' 

79. ■ ■ 

36,657 

40.615 . 

-66,143 

London Business School 

N/A 

68 

38,938 

49.089 

85.375 

Cranffett School of Managsmorit 

14,750'. 

60 

40,714 . 

- ‘ 48586' 

eS;133 

Kmgst on Business School 

6.000 

71 

33.833 

41.333 

58,000 
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itself was enriching, the con- 
fidence gained by attending 
and obtaining the MBA 
degree has helped me in my 
career progression." 

But the City alumni arc by- 
no means characteristic. The 
profile that emerged of a typ- 
ical part-time student was a 
thirty-nine-year-oUl man - 
women arc- less likely to 
study part-time than men - 
who began his MBA In his 
mid-thirties. He earns an 
average of £33,480 and has 
seen a growth in Ids salary 
of 74 per cent since begin- 
ning the course. 

Compared to his full-time 
equivalent he is older, on a 
higher salary* at the outset 
and much mare likely to be 
company-sponsored - 57 per 
cent of part-time students 
were company-sponsored 


compared to 15 per cent of 
full-time students. 

Starting an MBA later in 
life can bring its own prob- 
lems. One 46-ycar-old woman 
hospital administrator who 
studied at Durham believes 
she left it too late to exploit 
the full value from her 
degree. "I And it stressful to 
observe and have to negoti- 
ate with senior managers 
who possess little insight or 
creativity and in a system 
governed by process." 

Like most jiart-timc MBA 
graduates she chose to slay 
in the same profession after 
graduation. A satisfying 73 
per cent uf all part-time stu- 
dents stayed in the profes- 
sion in the three years after 
graduation, compared to 45 
per cent of full-time stu- 
dents. * 11)0 only real shift for 


the part-timers is into con- 
sulting: that percentage 
grows from six per cent to 12 
per cent over the period. 

Part-timers do well in 
changing their job function, 
however. Three years after 
completing the course 22 per 
cent of them were directors. 
Again, this could simply be 
an indicator of the higher 
age at which part-time stu- 
dents begin the course. 

The biggest concern fur 
many studying part-time 
was the quality of the 
degrees that were awarded. 
Because the part-time course 
has often been the domain of 
the new universities (old 
polytechnics) in the UK. 
many alumni said that 
employers were wary. 

One 41 -year-old public sec- 
tor manager who studied at 
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London Business School 
says his MBA helped him 
achieve his current position. 
But, he says. "As many man- 
agers now have MBAs, 
employers are dubious about 
the quality of many institu- 
tions. The name of LBS 
allayed those fears." 

For many, maintaining a 
full-time job and studying as 
well was one of the most dif- 
ficult attributes or Studying 
part-time. Reports of four 
hours sleep a night and 
weekends filled with course- 
work were not unexpected. 
Many part-time students 
warned of the dangers of try- 
ing to do a course without 
the support of employers. 

As a footnote, two of the 
courses we have classified as 
part-time might be more cor- 
rectly classified as modular. 
The Judge Institute course, 
at Cambridge University, 
was set up following consul- 
tation with management 
guru Charles Handy. At first 
- the class of 1934 were the 
first class to graduate with 
the degree - the programme* 
was a sophisticated sand- 
wich course combining aca- 
demic study and projects in 
the workplace. Today the 
Cambridge degree can be 
studied as a part-time or 
full-time degree course. 

The other is the MBA run 
by the International Exeeu- , 
five Development Centre in 
Slovenia. The school rock- 
eted to prominence last year 
when it was included in the 
Equis accreditation process 
run by the European Federa- 
tion for Management Devel- 
opment (EFMDj, In Brussels. 
Although the salaries com- 
manded are considerabiy 
lower than that in western 
Europe, the percentage sal- 
ary increase the course 
brings - at 113 per cent - is 
much higher than most 

Graduates from IEDC 
noted the same achieve- 
ments and problems as other 
part-time students. However 
they expressed an Increased 
concern that the MBA 
degree was undervalued. 


DISTANCE LEARNING • by Usa Wood 


A new route to success 


Distance learning 
can be a sound 
alternative to 
conventional 
MBA study 

The growth of distance 
learning provides a conve- 
nient route to an MBA quali- 
fication, one which may 
appeal to a different sort of 
student than those who 
decide to undertake a more 
traditional path. 

“An MBA obtained by dis- 
tance learning is not a poor 
relation to that obtained by 
full-time or part-time study," 
says Mike Jones, director 
general of the UK-based 
Association of MBAs, a body 
which accredits MBA pro- 
grammes at 49 of the world’s 
top business schools. 

Distance learning, some- 
times called open learning, 
involves the students study- 
ing in their own time, using 
a variety of tutor-supported 
learning materials and possi- 
ble short residential periods. 
Study can be undertaken for 
between two and six years 
and can be cheaper than for 
a full-time MBA. There is 
limited provision by schools 
in the US and Australia. 

Strathclyde University 
claims that that it was the 
first UK business school to 
offer a distance learning 
MBA in 1993. Since then the 
number of schools offering 
the qualification and the' 
number of students taking 
that route to an MBA have 
grown rapidly - making up 
about 20 per cent of the MBA 
1996 intake in the UK, the 
last year for which figures 
are available. The largest 
provider is now the Open 
University Business School. 

Big Employers such as 
Sony, Ernst & Young; Lloyds 
TSB, PowerGen. Ford and 
Saxo WeBcome all sponsor 
employees on distance learn- 
ing programmes. Some 
employers, such as IBM, 
have largely switched their 
financial support; from 
full-time MBAs to distance 
learning, ones, and are 
pleased with the results. 


As in any other field of 
study, however, there are 
variable standards of 
courses. Mr Jones and his 
association are concerned at 
the quality of some distance 
learning MBAs. The associa- 
tion accredits distance learn- 
ing MBAs at only six of the 
20 UK schools offering dis- 
tance learning. They are 
Durham University, Henley 
Management College, the 
Open University Business 
School. Warwick University, 
Strathclyde University and 
Kingston University. 

Accreditation of a distance 
learning MBA itself entails a 
school meeting strict quality 
criteria set by the associa- 
tion which started the dis- 
tance learning scheme about 
five years ago. Accreditation 
is necessary for students 
wishing to take advantage of 
a loan scheme offered by the 
association with Barclays 
Bank and the National West- 
minster Bank. 

“We are concerned about 
the standards at some 
schools," says Mr Jones. 
“But I am also sure that 
there are good quality dis- 
tance learning MBAs at 
schools we do not accredit. 
Some schools may not. want 


accreditation by us. others 
may not have been offering 
the courses long enough to 
meet our criteria. 

“I would urge every stu- 
dent considering studying 
for an MBA to be aware of 
the accreditation system, 
which is a kitemark of qual- 
ity. 

“There is beginning to be 
an over provision of MBAs 
and many employers believe 
that it is not just the qualifi- 
cation that is important but 
where you got it. Students 
who may be considering 
part-time study at a local 
school which is not accred- 
ited might consider doing a 
distance- learning course at 
an accredited school.” 

Some schools offering dis- 
tance learning MBAs which 
have not considered apply- 
ing for accreditation in the 
past say they are now con- 
sidering such a move. Bob 
Henry of the University of 
Wales. Bangor, which offers 
a distance learning MBA in 
association with the Man- 
chester Business School, 
says: “We have no concerns 
about the criteria for accred- 
itation. We did not apply for 
accreditation because many 
of our students are from 


overseas and the need for a 
school to have accreditation 
before a student could get a 
loan from the scheme offered 
by the banks and the Associ- 
ation of MBAs was not rele- 
vant to them. However, the 
kitemark is now becoming 
significant in marketing a 
programme to potential stu- 
dents." 

David Ascb, Dean of the 
Open University Business 
School says that the profile 
and objectives of those tak- 
ing full-time MBAs and 
those undertaking study via 
distance learning are quite 
different 

Students opting for dis- 
tance learning tended to be 
older than those taking 
full-time MBAs. They were 
often in senior positions and 
wanted to improve their 
management skills in their 
existing jobs while many 
students taking full-time 
MBAs wanted to improve 
their job prospects and 
change jobs. This Is one rea- 
son why a survey by the 
Association of MBAs showed 
that salaries of those com- 
pleting full-time MBAs were 
higher than those undertak- 
ing distance learning and 
part-time study. 



Distance learning students can also have short residency periods at school 


Distance learning, says Mr 
Asch, was not suitable for 
those who were not well 
motivated as study at home 
required great personal dis- 
cipline. Indeed, about 30 per 
cent of students enrolling on 
distance learning courses at 
UK schools drop out in their 
first year. 

The fact that students 
undertake study in their 
own time is a big attraction 
to employers, many of whom 
feel that even part-time 
study takes valuable employ- 
ees away for too long from 
the workplace. 

Most students undertaking 
distance learning MBAs are 
at management level - as at 
CBM. Maurice Mattison- 
Tbompson, manager of man- 
agement development in 
Europe for IBM, says that 
until 1993 the company | 
tended to support full-time , 
MBAs for a limited number 
of senior managers. 

But. as the need for 
improved management at all 
levels had grown there had 
been a switch towards sup- 
porting a greater number of 
m a n agers on distance learn- 
ing programmes. “It Is not 
possible to allow a swathe of 
managers to undertake 
full-time study," he says. 
Our decision to support dis- 
tance learning programmes 
was based on the perceived 
need for the MBA qualifica- 
tion, the volume of candi- 
dates and the price.” 

This year IBM is sponsor- 
ing nearly 700 students on 
programmes offered by the 
Open University Business 
School. In 1993 there were 
only 25 employees on the 
programmes. The first cycle 
of IBM students completing 
the Tour year course have 
just graduated and IBM is 
pleased with the results. 
“Courses tend to be more 
practical than the full-time 
MBA, with study very much 
related to practice," says Mr 
Mattison-Thompson. “Indi- 
viduals have ploughed back 
their skills into the work- 
place. As employers it is now 
up to us to offer them the 
opportunity to use fully 
those skills.” 
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Many business schools now use the internet to keep students informed 


INFORMATION TECHNOLOGY* by Vanessa Houlder 


tan LeaOe BavfLBS 


An appetite for high tech 


The benefits of 
the computer age 
are useful to both 
students and 
schools 

Information technology (IT) 
is no longer just another 
subject on the curriculum at 
business school. IT has 
become an integral part of 
most management courses. 
As such, it is significantly 
changing the day-to-day life 
of the typical MBA student. 

It is now possible to use 
computers to choose a 
school, to make applications, 
to register for classes, to 
study, to take exams, to find 
a job and, later, to stay in 
touch with the school and 
classmates. 

But the most sophisticated 
IT applications go well 
beyond administrative func- 
tions. Harvard Business 
School (HBS). for example, 
has stepped up its invest- 
ment in technology to set up 
a “community-wide IT infra- 
structure to enhance learn- 
ing and communication”. It 
uses the Internet and World 
Wide Web technolog)' to 
deliver materials and assign- 
ments and to provide on-line 
forums for students and fac- 
ulty. 

The school’s own web 
pages are not static, but 


dynamically generated. The 
server makes a web page 
customised for the students 
with their specific assign- 
ments. classes and materials 
with hyperlinks to other use- 
ful pages. 

By using multimedia, the 
case studies used for teach- 
ing are becoming more vivid 
and instructive. An increas- 
ing number of electronic 
cases incorporate video 
sequences. "We are now able 
to conjure up much richer 
images.” says David Upton, 
an associate professor at 
HBS. Electronic cases may 
also offer links to the web 
pages of the companies 
involved. Students can also 
use their PCs to vote on 
their preferred outcome to a 
case before the class begins. 

Harvard is also trying to 
ensure that its links with its 
students continue after they 
have left It is experimenting 
with many different “lifelong 
learning” projects, including 
chat rooms, bulletin boards 
and websites that allow 
alumni to get access to the 
latest information from the 
school 

Harvard, like many of the 
other top schools, has intro- 
duced “lifelong e-mail" to 
help MBA students stay in 
touch with each other and 
the school throughout their 
careers. 


This is a single electronic 
mail address that students 
can use throughout their 
careers, even when they 
change jobs or open new 
e-mail accounts. All mail is 
forwarded to the chosen 
e-mail address. Typically 
graduates use the link from 
their school's Al umn i Web 
page to change their pass- 
word and forwarding 
address. 

The advantage of the 
e-mail address for the stu- 
dents is that they can sub- 
scribe to alumni mailing 
lists - although generally 
not to other mailing lists. 
They can also gain access to 
a list of websites of interest 
to al umni, ft may also be 
possible to search through a 
complete database of lifelong 
e-mail addresses. 

There may be some draw- 
backs associated with being 
listed on a business school's 
e-mail directory. Many 
alumni dislike the idea of 
their e-mail address getting 
into the hands of companies 
that want to sell products to 
high-earning individuals. 

This is not a straightfor- 
ward issue to resolve. It is 
hard to define the limits for 
legitimate interest in stu- 
dents’ addresses. For exam- 
ple, most alumni would not 
want to limit access to their 
own class, because they may 


have had friends in other 
classes. 

Nonetheless, many busi- 
ness schools have introduced 
policies restricting the use of 
the lifelong e-mail addresses. 
Wharton, for example, says 
“lifelong e-mail addresses 
are not provided for pur- 
poses of soliciting and 
Al umni Affairs reserves the 
right to cancel lifelong 
e-mail addresses for misuse”. 

In addition to offering Life- 
long e-mail addresses, some 
schools plan to offer then- 
students and alumni interac- 
tive web pages that are tai- 
lored to their Interests. 

Last summer London Busi- 
ness School (LBS) intro- 
duced a system that allows a 
unique web page to be gener- 
ated for each student When 
students log on, they can 
click on icons that will lead 
them into discussion groups 
(which deal with anything 
from sports events to aca- 
demic debates), course out- 
lines. an address book 
(which can be searched 
according to country, course, 
and so on) and various home 
pages. 

Over the next six months. 
LBS intends to make e-mail 
accessible through the stu- 
dent's own web page. In 
addition, it wants to put rele- 
vant information from exter- 
nal sources such as on-line 
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newspapers on their web 
pages. It is also exploring 
the possibility of using 
"push” technology in the 
form of Netscape’s Netcaster 
software, that allows pub- 
lishers to deliver informa- 
tion to users’ desktops 
rather than wait for them to 
find it. 

The potential of these 
interactive web pages is sig- 
nificant," according to Fer- 
gus Lynch of LBS. “It is a 
real tool. It is not something 
we are doing just to have an 
Internet presence.” he says. 

The benefits of this sort of 
system are particularly 
apparent for students who 
are working at some dis- 
tance from the business 
schooL At LBS, for examples 
students can get remote 
access to slide libraries, 
schedules, lectures and refer- 
ence materials. “Cm-line col- 
laborative working is partic- 
ularly suited to students 
taking part in executive edu- 
cation who are not in daily 
face-to-face contract.” 

The Internet is, however, 
not the only technology that 
is making it easier for stu- 
dents to learn from profes- 
sors or executives in other 
parts of the world. Videocon- 
ferencing is another tool 
that is proving useful Stu- 
dents based in Singapore 
and Malaysia are able to 
have tutorials with lecturers 
at London's Imperial College 
Management School over a 
videoconferencing network 
to supplement the less fre- 
quent face-to-face contact 
they receive. 

Both videoconferencing 
technology and the Internet 
are also playing a part in the 
recruitment of business 
school students. Videocon- 
ferences are a relatively sim- 
ple way for companies to 
conduct preliminary inter- 
views without having to 
visit the business school's 
campus. Moreover, storing 
CVs on electronic databases 
makes it easier for potential 
recruiters to find students 
that satisfy a variety of crite- 
ria. 

At London Business 
School, for example, compa- 
nies can browse the database 
of anonymous summaries - 
which list individual's career 
experience, industry and sec- 
tor specialisation, language 
proficiency and salary expec- 
tations. 

Candidates are contacted 
with the name or the recruit- 
ing company and. if they 
agree, their CVs will be for- 
ward within 48 hours. 
Recruiters can then consider 
the CVs and decide whether 
to offer an interview 
directly. So fax.- over 500 
alumni have registered; 35 
companies have placed jobs 
on line. 

The students at schools 
which have invested heavily 
in IT are gaining a two-fold 
benefit As well as reaping 
practical advantages from 
the technology, they are also 
gaining expertise in using 
state-of-the-art equipment 

Unsurprisingly, some 
schools report that the appe- 
tite of students for up-to-date 
technology is virtually insa- 
tiable. “As fast as we inno- 
vate, the students take it as 
a matter of course,” says Mr 
Upton of Harvard Business 
SchooL 


TRADING ROOMS.* by George Bickerstaffe 


for beginners 


Schools respond . 
to demand for 
greater practical 
experience in 
markets 

The financial, world has 
always held a strong attrac- 
tion for MRA graduates. In 
1997 13 per cent of graduates 
from the Kellogg business 
school at Northwestern Uni- 
versity outside Chicago (a 
school traditionally associ- 
ated with marketing experts) 
opted for jobs in the invest- 
ment banking field at an 
average salary of $75,000. 

Many schools boast much 
larger percentages - 26 per 
cent at the Kenan-Flager 
school of the University of 
North Carolina, for example. 
At London Business School 
about one-third of its 200- 
plus MBA graduates and all 
of the 100 graduates of its 
Masters of Finance pro- 
gramme go into the f iel d 

A number of business 
schools have begun to 
respond to this interest by 
introducing direct hands-on 
experience of dealing in 
shares, foreign currencies 
and exotic derivatives such 
as options and futures into 
their curricula. 

MIT's Sloan School in 
Cambridge, Massachusetts, 
in the US was one of the first 
business schools to follow 
this route. In March 1996 it 
set up the first fully 
equipped trading room ever 
built on a university cam- 
pus. The Sloan trading room 
is identical to real-life trad- 
ing rooms. 

Indeed, Sloan used a firm 
of architects who have 
designed actual trading 
rooms all over the world. 
Sloan has live price-volume 
data from Reuters. Bridge 
and Bloomberg on all the 
large financial instruments 
(though links are delayed by 
five minutes to prevent 
actual trades being made). 
Trans-Lux Data Walls dis- 
play market information and 
an IPC Tradenet telephone 
network. 

According to Sloan, fac- 
ulty and students use the 
3,000 sq ft facility for class- 
room study and assignments 
on a range of investment 
issues such as financial mar- 
ket analysis, options pricing 
and the use of information 
technology in financial ser- 
vices. The trading room is 
also a research facility. Sub- 
jects under investigation 
include improved methods 
for analysing and evaluating 
risk, the psychology behind 
trading decisions, and neural 
networks that can “learn” 
from past market experi- 
ence. 

According to Paul 
Asquith, professor of finance 
at the Sloan schooL under- 
standing market behaviour 
without a trading room is 
like studying “cell biology 
without a microscope”. 
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LBS students play the Citibank Bourse game 


gy eateboamas . 


One of the most extensive 
facilities in Europe is based 
at the University or Reading 
at the fem.-* Centre, a. unit 
set up for the stndy of secu- 
rities markets by the Zurich- 
based International Securi-, 
ties Market Association 
(lsma). The centre, which is 
about to move into a custom- 
designed SFr5m ($3 .30m) 
building on the Reading 
campus funded by lsma. 
offers a unique masters 
degree in international secu- 
rities, investment and bank- 
ing that makes extensive use 
of simulated trading. 

The lsma Centre’s “Invest” 
dealing room has 30 Reuters 
3000 terminals, Dow Jones 
and Bloomberg terminals, 
and dealing, portfolio man- 
agement, risk management, 
hedging and valuation soft- 
ware. Sessions in the Invest 
room are required of all stu- 
dents even if they do not 
intend to become dealers or 
fund managers. 

According to Brian Scott- 
Qirinn, director or the centre: 
“Everyone involved in an 
investment bank, invest- 
ment firm or regulatory 
agency should have experi- 
ence of the key market risk 
assessment, risk taking and 
risk hedging functions. Risk 
is the key in the investment 
hanking industry and some- 
thing that every employee 
needs to understand from 
his or her experience". 

Also in the UK, students at 
London Business School 
take part every year in a 
simulated game - the 
Bourse Game - which has 
been organised by Citibank 
for the last 18 years. LBS is 
the only institution outside 
the US to participate. 

The game is designed to 
give students a practical 
understanding of foreign 
exchange and monetary mar- 
kets through a mix of lec- 
tures and real-life exercises. 
According to LBS. as well as 
providing experience for stu- 
dents the game also gives 
Citibank a chance to spot 
“rising stars”. 

During the four-day game, 
students attend theoretical 
lectures in the mornings and 
simulated trading sessions 
in the afternoon. In these, 
students work in teams as 
competing “banks” trading 
term deposits, spots and 


dealing in the forward and 
spot foreign exchange mar- 
kets. In addition they have 
to react to fictitious . news 
bulletins fed via. a television 
•■network”. Success is mea- 
sured not just by maxim- 
ising profits but also : on 
return on assets; risk lfrmta- 
tion and overall professional- 
“■ ■ L , 

Zacbarias Maniatis, who 
completed . a Masters in 
Finance degree at LBS in 
1995, says: “The game 
exposes you to the stress 
involved in working In a 
dealing room. I now work at 
Alpha Brokerage in Athens 
and I found the whole expe- 
rience invaluable.” 

The numbers of business 
schools .operating their own 
trading rooms is still small - 
perhaps half a dozen' in the 
US. two or three in Europe 
and the same number in the 
Asia Pacific region- But 
many more are- likely to joini 

The next is likely to be the 
Johnson School of -Cornell 
University in Ithaca, -New 
York State, in the US.where 
its Parker Center for invest- 
ment research expects to 
have a trading room up and 
running by May 1998. As 
well as hands-on trading 
experience. Charles Lee; 
director of the centre and a 
professor of accounting and 
finance, wants to use the 
facility to understand, how 
people use information. 

Cornell is also involved in 
an - innovation in trading 
simulation that looks likely 
to spread as quickly as simu- 
lated trading rooms - the 
use of real money portfolios. 
Such schemes, have been 
running for a number of 
years at the universities of 
Texas and Wisconsin and 
elsewhere in the US. Stu- 
dents at Texas and Wiscon- 
sin respectively manage 
portfolios of S3m and 

But whether they use real 
money or not, the use of 
computers to simulate trad- 
ing situation is undoubtedly 
here to stay. Mr Scott-Quinn 
at the lsma Centre says: “It’s 
much cheaper to send some- 
one on a- course that pro- 
vides computer-based assess: 
ment of performance than to 
try tbem out on the dealing 
floor and hope it all works 
out”. ; : 
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THE GENERAL MANAGER* by Richard Donkin 


Filling in the 
experience 

gaps for new 

executives 


PARTNERSHIPS • by Richard Donkin 


Collaboration to 
advance new ideas 


Valued staff can 
be taught the 
latest systems of 
best practice in 
business 

Your engineering 
qualifications are impeccable 
but despite your well-earned 
reputation for technical 
expertise yon wouldn't know 
a marketing strategy if it hit 
you on Lite head. Suddenly 
your technical talent is 
rewarded with a senior man- 
agement position. What do 
you do? 

One idea may be to go 
back to school. Business 
Schools are Finding increas- 
ing interest from companies 
keen to help their most valu- 
able technical managers 
make the leap into executive 
positions with much broader 
management responsibili- 
ties. 

Demand for such tuition 
was identified in a survey of 
3.000 managers carried out 
last year by the UK’s Insti- 
tute of Management. It 
found that two-thirds had 
received no formal training 
to prepare them for their 
management responsibili- 
ties. About three-quarters or 
the managers said they 
thought it was important for 
them to receive some kind of 
training in broad manage- 
ment skills . 

One problem, says the 
Institute, was identifying 
their deficiencies. The Insti- 
tute now markets a diagnos- 
tic tool called Check-A- 
Board. devised in conjunc- 
tion with Saville & Hold- 
sworth, the psychometric 
test publisher. 

“We thhik this is a vital 
first stage because the pro- 
cess enables you to find out 
how much you know and 
how much you don't know," 
says Mark Hastings, the 
Institute's policy adviser. 
"This way people can work 
out what programme of man- 
agement education they 
need." 

Management schools have 
a varied approach to such 


teaching. Some, like Crarj- 
field University School of 
Management have tailored 
specific courses covering 
general management skills 
of specialists. 

Cranfield's 12-week long 
General Management for 
Specialists course was 
designed with such a need in 
mind. It grew oul or courses 
that extended general man- 
agement skills to accoun- 
tants and engineers. 

Martin Clarke, the pro- 
gramme's director, says the 
course is aimed at those who 
have risen to be a functional 
head but who are now mov- 
ing to a more senior position 
where they will need an inte- 
grated perspective of the 
company. “They may have 
been operating effectively 
within their speciality but 
when they move out of their 
comfort zone suddenly 
things get more compli- 
cated." he says. 

“Often people come with 
an exaggerated sense of hier- 
archy. looking at the busi- 
ness from their functional 
perspective. They' can soon 
become confused and demo- 
tivated by the paradoxes, for 
example, of mixing global 
and local considerations or 
of whether they should deal 
with falling profits by cut- 
ting costs or expanding mar- 
ket share. Part of our job is 
to get them to accept the 
{act that such problems will 
always be there and that 
there is no right answer.” 

The Wharton school at the 
University of Pennsylvania 
packs its two-week Execu- 
tive Development Pro- 
gramme with business simu- 
lations designed to test 
executives’ general manage- 
ment skills and help them 
deal with the sort of prob- 
lems they will encounter in 
their companies. The simula- 
tions are used both for indi- 
vidual and group work. 

“The group work involves 
complex decision making at 
different levels. We find the 
simulations are an effective 
way of accustoming these 
functional specialists to deal- 
ing with parts of the busi- 
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Harvard Business School tapping alumni for management experiences 


Kaon stooTitfi :AP 


ness with which they are not 
familiar. The courses are 
always oversubscribed.” 
says John Kimberly, one of 
the lecturers who works on 
the programme. 

Business schools, however, 
are also becoming aware of 
the opportune es such courses 
hold for exchanges of per- 
sonal experiences. particu- 
larly among managers in dif- 
ferent countries. “Our 
International Executive Pro- 
gramme gives managers a 
tremendous opportunity to 
network and extend their 
experience as well to break 
out of their particular exper- 
tise.” says Sylvain Daudel, 
marketing director for exec- 
utive education at Insead in 
Fontainebleau. 

Other schools are experi- 
menting with new' forms of 
teaching. David Garvin, pro- 
fessor of business adminis- 
tration at Harvard Business 
School has introduced Inter- 
net discussions using input 
from alumni who have 
recently moved into general 


management positions. 
“There is very little written 
on this subject and 1 thought 
this was a good way of 
obtaining fresh insights from 
people who could share their 
experiences," he says. 

London Business School 
runs a four-week Acceler- 
ated Development Pro- 
gramme designed specifi- 
cally to help the functional 
specialist meet the chal- 
lenges of general manage- 
ment Lucy Grant client ser- 
vice manager for executive 
education, who looks after 
the course, says the most 
highly rated part of the pro- 
gramme by participants is a 
section which deals with 
inter-personal skills. “A lot 
of them are managing a 
team erf people doing differ- 
ent things for the first time. 
This is probably one of their 
biggest challenges. ” 

Ian Hardie, the school's 
development director for 
company specific pro- 
grammes. says some compa- 
nies now want the tuition of 


general management skills 
within their particular com- 
pany structure. "These com- 
panies have a range of 
people across the organisa- 
tion who are too specialised. 
One of the most valuable 
uses of this type of course is 
bringing managers together 
from different locations, 
often from different coun- 
tries. which allows them to 
appreciate their different 
problems.” be says. 

The programme also has a 
multinational make up with 
38 per cent of participants 
from the UK. 42 per cent 
from other parts of Europe 
and 20 per cent from the rest 
of the world. 

Mr Hardie says that the 
need for such management 
tuition, even at senior levels, 
should not be underesti- 
mated. “You would be 
amazed to find how many 
people can rise to the top of 
their organisation in their 
specific field and yet be 
dreadful at managing 
people," he says. 


Business and 
MBA programme 
alliances can reap 
rewards for both 
sides 

Ever since General Motors 
asked Peter Drucker, the 
management writer, to cany* 
out a study of the company 
written up in h»s classic 
work. The Concept of the Cor- 
poration in 1946. companies 
have understood the poten- 
tial of close collaboration 
with academics for improv- 
ing their business. 

Today the fashion is grow- 
ing for business schools to 
have programmes cooperat- 
ing closely with pace-setting 
companies. Often the co- 
operations involve forums of 
blue chip companies sharing 
the results of academic 
research and passing exam- 
ples of best practice between 
each other. 

But some schools are 
developing much closer links 
with specific businesses. One 
example is the way that Sie- 
mens Nixdorf Informa tions- 
systeme. the computer com- 
pany. and the M7T Sloan 
School are working closely 
together in the exploration 
of emerging managerial 
issues such as the leadership 
of cultural change, team 
management, diversity and 
organisational leadership. 

The relationship was 
developed by Gerhard Schul- 
meyer, after he was 
appointed chief executive of 
Siemens Nixdorf In 1994 with 
the job of restoring the loss- 
making company to competi- 
tiveness. Mr Schulmeyer, a 
graduate of Sloan School, 
decided the input of its aca- 
demics could be a valuable 
way of initiating cultural 
change among his managers. 

Three years ago. working 
closely with the school, be 
set op a “change agent" pro- 
gramme. designed to nurture 
entrepreneurial behaviour 
across the company. The 
concept was to develop such 
behaviour within a core 
group or cadre of high poten- 
tial managers within the 
company. They would be 
responsible for working on 
specific projects over a year 
which would aid the com- 
pany and the organisational 
capacity of its executives. 

Many of the executives 


came with engineering back- 
grounds. seeking to expand 
their general business skills 
so that they could, in the 
words of Robert Halperin. 
director of executive educa- 
tion at MIT “develop a road 
map for understanding 
change and the type of cul- 
ture needed to operate in a 
global context". 

He adds: "The idea is that 
they will have more than a 
week or two to get injected 
with the knowledge. They 
will be learning and apply- 
ing their knowledge on spe- 
cific projects.” 

Although a four-week 
stretch of the course will be 
spent at MIT in Cambridge, 
.Massachusetts, most of the 
time is spent working 
directly on the projects. "It's 

‘There is a 
great 

opportunity 
for learning 
among our 
faculty from 
these 

individuals' 

action learning. The idea is 
that people learn best when 
working on genuine prob- 
lems and applying compe- 
tency frameworks in their 
own environment," says Mr 
Halperin. 

About 25 managers or 
technical specialists are 
selected and sponsored from 
the budgets of the heads of 
their particular business for 
each year's programme. In 
addition to the input from 
MIT they receive coaching 
on their projects from Solu- 
tions and Business Sendees, 
the company's consulting 
group. 

One project, for example, 
is looking at the quality 
model promoted by the Euro- 
pean Foundation for Quality 
Management. MIT is sharing 
the results of the work with 
the business sponsors. 

■ “The programme is focus- 
ing on the customer service 
dimension of quality rather 
than on manufacturing." 
says Mr Halperin. Course 
lecturers are currently dis- 
cussing case studies. One 


possibility, says Mr Hal- 
perin. is a study of the cus- 
tomer sen'ice practices of 
Ritz Carlton Hotels. "We 
think there is real potential 
in looking at something 
other than an IT business. 
Looking at a hotel group 
would provide a different 
frame of reference,” he adds. 

The programme has an 
important spin of! for MIT in 
addition to course fees. 
'There is a great opportu- 
nity’ for learning among our 
faculty members working 
with these high potential 
individuals on real business 
projects,” says Mr Halperin. 

“It pushes our faculty to 
develop materials and pres- 
ent them in a way that is 
relevant to the company, it 
keeps the faculty fresh in 
the knowledge that it is deal- 
ing with leading edge ideas 
and it also provides impor- 
tant feedback into the MBA 
programme. " 

As part of the course the 
executives earn* out site vis- 
its to selected companies. 
Company visits planned in 
Boston, for example, include 
two high technology start-up 
companies to look at how 
they manage projects and 
customers. One company on 
the tour programme is a 
potential customer. 

The company also benefits 
from the number of execu- 
tives it has steeped in vari- 
ous ideas for change man- 
agement. “In December we 
had people from the three 
previous years and those in 
the current programme gath- 
ered together so we had 100 
change managers capable of 
spreading their ideas 
through the company. They 
are becoming a very power- 
ful group." says Tim Bookas. 
head of the Munich-based 
change centre at Siemens 
Nixdorf. 

In addition to the MIT link 
up. the current group of 
change agents will be visit- 
ing Silicon Valley in May as 
part of a project run from 
Stanford Business School, 
focusing on innovation and 
creativity. The company 
plans the next programme to 
be extended to include par- 
ticipants from customers 
and suppliers. “We think 
that working on a common 
project will be an effective 
way of building relationships 
with customers and business 
partners.” says Mr Bookas. 
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The Yale School of 
Management is an individual 
and increasingly aggressive 
participant in the world of 
Ivy League business schools. 

It is far younger than its 
rivals, such as the Harvard 
Business School or Wharton, 
having been founded only 20 
years ago at the edge of Yale 
University. It is the smallest 
or the truly elite US manage- 
ment schools, with only 200 
students a year. And its 
graduates do not get an 
MBA. but instead a MPPM 
(Master of Public and Pri- 
vate Management). 

But the Yale SOM com- 
petes bead -on with its Ivy 
League rivals, even though 
it is clearly built on very dif- 
ferent foundations. Its dean 
for the past two years. Jef- 
frey Garten, says the school 
has the largest endowment 
per student of any US busi- 
ness school and plans to 
expand the faculty by 60 per 
cent over the next five years. 

The school still attempts 
to put business in a broader 
perspective than its rivals, 
as the unusual title of its 
degree implies. This is a 
by-product of fierce internal 
disagreements at the univer- 
sity at the time of the 
school’s founding. Some of 
the university's governors 
felt uncomfortable about 
bringing a full-blooded busi- 
ness school on campus and 
the SOM still tries to speci- 
alise in developing public 
sector and non-profit entre- 
preneurs. 

But Mr Garten is clear 
that this should not distort 
the school's underlying mis- 
sion. "It’s a total misconcep- 
tion that this is not a hard- 
edged business school.” he 
says. “We are educating 
leaders for business and soci- 
ety. That means we axe edu- 
cating business leaders who 
will go on to lead businesses 
effectively because they 
understand everything else 


that's going on around 
them." 

To do this, students must 
first master a testing array 
of business skills in their 
first year, including finance, 
accounting, business strat- 
egy. operations management 
and marketing. 

These courses, according 
to Mr Garten, are “among 
the most quantitative of any 
business school in the 
world”, taught in some cases 
by rigorous academic econo- 
mists. No student can gradu- 
ate without understanding 
the latest advances in finan- 
cial engineering, such as 
how to price derivatives. 

The SOM's small student 
body - which will remain 
roughly the same size while 
the faculty is expanded - 
does, however, limit the 
school in some ways. While 
larger Ivy League business 
schools have developed sub- 
stantial autonomy, the SOM 
works more with its associ- 
ated graduate schools, and 
with Yale's academic 
researchers. 

The SOM is also develop- 
ing a strong international 
focus, and all students must 
take at least one course in 
emerging markets. Its fac- 
ulty' - including Mr Garten, 
a former undersecretary’ for 
international trade and 
international investment 
banker - is already heavily 
loaded with experts on 
emerging markets. 

The courses have a strong 
practical bent, and the 
school has made great 
efforts to build inter-disci- 
plinary courses, using its 
links with the rest of the 
university. 

For example, a new course 
this term will be offered 
jointly by the law and man- 
agement schools, and cover 
the practical problems of 
doing business in emerging 
markets - including corrup- 
tion. bankruptcy laws and 



Diversity is the selling point 


Yale SOM's dean, Jeffrey 

G art on 


currency convertibility, as 
well as the tough underlying 
economics. It has been 
heavily over-subscribed. 

Another important part of 
Mr Garten's approach is to 
use Yale's pulling power to 
attract powerful guest pro- 
fessors. One of the most pop- 
ular courses, for example, 
covers corporate gover- 
nance. It is taught jointly by 
Ira Millstein. generally- 
regarded as the leading legal 
expert in the field of corpo- 
rate governance and an 
ad riser to several presidents, 
and Paul McAvoy. a former 
dean of the SOM and eco- 
nomic adviser to President 
Ford, and director of numer- 


Essec may be one of 
France's top-ranked 
business schools, but at the 
start of the L98Qs.its 
directors were confronted 
by a serious problem. While 
its domestic reputation was 
well-established as part of 
the country’s elite system of 
“grands ecoles", the 
institution was almost 
unknown abroad. 

Students graduating with 
i their diplomas and 
increasingly searching for 
i jobs with international 
companies met bemusement 
and some difficulties in 
recruitment from those 
employers who were not 
familiar with the French 
educational system. 

While many defenders of 
the French system argue 
that the graduates of the 
business grands ecoles - 
notably HEC, Essec and 
ESCP - have the equivalent 
of an MBA. critics suggest 


that the diploma is more 
akin to the standard or an 
undergraduate degree from 
a top national university - 
such as Harvard or Yale in 
the US- Whatever the truth, 

Essec faced growing 

competition from foreign 
business schools luring 
candidates to other 
countries and also felt the 
need to expand. 

The response has been the 
launch over the past few 
years of a range of specialist 
MBA and other 
post-graduate business 
programmes which have 
given Essec a new standing 
outside French national 
boundaries. A notable 
achievement came in April 
1997, when Essec became 
the first European 
institution to be granted 
acceptation by the US 
business school 
accreditation body, the 
AACSB. 


- The bulk of Essec’s 
students - some 1,600 at any 

one time - are top 
achievers, passing through 
preparatory classes, meeting 
the requirements or a 
competitive entrance exam 
and entering the school at 
19 or 20-years-old for a three 
to four-}’ ear course. It is for 
these pupils that the Ecole 
Superienre des Sciences 
Econoxmques et 
Cammendales (Essec) was 
founded in 1907. 

The recent diversification 
of courses has been rapid. 
Since 1993. the school has 
notably started offering an 
executive MBA, targeted at 
those who already have an 
average of 9-10 years of 
business experience. It costs 
FFr150,000, including 
tuition, books and a 
two-week residential course. 

The course runs over two 
years, with participants 
continuing to work full-time 


..in thefr.osm jobs, but 
coming to a special centre 
in La Defense on the edge of 
Paris every two weeks for . . 
classes on Fridays ami, 
Saturdays. Alongside : . . 
dass-room sessions, it 
draws an the expert ence of 
the students themselves, 
and the use of “groupware” ' 
software to allow them to . ; . 
cqromumcate regularly 
when, they are not together. . 

One-third of the annual 
intake df about 50 students . 
is not French, and half of 
the tuition is carried out in - 
English - although there is 
debate about switching ‘ ' . ' 
entirely to BngHsh.-“We . ; 
don’t want to attract people \ 
who can't speak at least two. 
languages.” says David - 
Mansan, course director. - , 

There are LQOQ studenfc - ^ 
on a range of other, -' 

post-graduate courses at 
Essec, most significantly on 
ten specialist one-year 
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Andrew Jack 


Graduate School of Business, University, of Capetown ; r;^ ^ • 

Ready to embrace a world view 


ous companies. 

Their experience and con- 
tacts allow students privi- 
leged access to the best pro- 
fessionals. When students 
study the case of Chase Man- 
hattan's 1995 take-over by 
Chemieal Banking, one of 
the most famous mergers in 
American corporate history, 
they can speak not only to a 
Chase director of the time - 
Mr McAvoy - but also to 
Michael Price, the mutual 
fund manager who used a 
big stake in the company to 
force it into a merger. 

Teamwork is important. 
Students tend to be far more 
cooperative than they are at 
other US business schools. 
They compete with each 
other far less than students 
at other schools, such as 
Harvard. 


John Authers 


Few of the world's business 
schools can boast a location 
more symbolic than tbe 
Graduate School of Business 
at the University of Cape 
Town. Its Breakwater Cam- 
pus is housed in a former 
prison and is now a national 
monument. 

This bridge between the 
contemporary world of com- 
merce and the historic insti- 
tutions of the university, is 
an apt illustration of Cape 
Town’s growing exposure to 
international business after 
years of isolation. 

“The political reservations 
about coming to a South 
African institution have 
gone.” says Professor Kate 
Jowell, tbe school's director. 
Last year, one-third of its 
full-time MBA students 
hailed from outside South 
Africa. A record number of 
international applicants are 
expected this year. 

For many western stu- 


I was confident in seeing an IMD 
alumnus become my successor” 


Helmut Maocfaer 
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Peter Brabecfc-Letmattie. the new CEO of Nestle, is one of 
the many highly successful international executives whose 
careers have been enhanced by attending programs at IMD 


The first program he participated m, Program for 
Development, or PED. is an intensive 10-week general 
management program (over 14 months) designed to prepare 
fast -moving middle managers fry the tr ne\t big step. 


At Nestle, as in several other leading international companies, 
the Program hr Executive Devotopment is a cornerstone in 
Die management development process. It is used to create a 
common language among senior executives world -wide. 


If you want to capitalize on your leadership potential and give 
your company a competitive edge, you should carefully 
consider attending one of these general management programs: 


Senior Executive Forum 

3-l» lorym on crralng raw) mia ra! 'fcwr 
Starting cutes: 

February IS or October 14. 1996 


Program for Executive Development 

Prtoannq Uta mrxr \ nwrr:. i<* it* rvu.i «| 
Slotting ftjtes 

February 2 or Augisi 17. 1993 


international Program for Board Members 

fiddnq uafce Ihrcugh the beard 
Starting date. 
April 27, 1998 


Seminar for Senior Executives 

Rp-defnng sanw ntmayara agenia 

Starting dale; 

June 1 or October 19, 1998 


Managing Corporate Resources 

Sturticninq raperoKed buanei.; uni ■:» (»rtr/ "'lorvKrre 
Sianing tfdU&r 

May 1 1 or October 26. 1933 


Building on Talent 

Dewtacirj vxing marogure vdh h»)h potential 
. Sianvg lines: 
August 2 or November 22, 1998 


DVD 


Real World. Real Learning ' 


Please contact Ms. F. W. Komer at the international Institute for Management Development, Lausanne. Switzerland. 
Tel: +41 2V618 03 42 Fare +41 2V618 07 15 E-mail: info%nd.ch Website: http://www.imd ch 
For more information about our MBA program, call +41 21/613 02 9S Fax: +41 21*618 06 15 E-mail: nihainfo@imd.ch 


dents at least. South Africa 
may seem an unlikely place 
to develop the skilis that 
global business will need in 
the next century. Although 
the high tariff barriers 
which protected local indus- 
try during the apartheid era 
have been dismantled, its 
legacy is a labyrinthine net- 
work of cross-boldings built 
up during isolation. 

A handful of conglomer- 
ates dominate the local econ- 
omy. competition is often 
limited , and skilled manag- 
ers are in short supply. For 
all that, the biggest compa- 
nies have begun to overhaul 
their corporate structures 
and many have recognised 
an urgent need for incentive 
schemes to stem the migra- 
tion of scarce talent. 

Professor Jowell says the 
University of Cape Town is 
playing an important role in 
boosting the calibre of local 
management. The school 


invites an array of foreign 
academics to give an inter- 
national perspective, and 
runs an exchange pro- 
gramme with “top drawer” 
international schools includ- 
ing Wharton and UCLA. 

For foreign students in 
particular. Professor Jowell 
suggests a year spent in 
South Africa's post-apart- 
heid economy could bring 
tangible benefits- “With so 
much discussion about busi- 
ness globalising, it's impor- 
tant to establish yourself 
with some knowledge of a 
society that is in t ransi tion." 

The MBA course runs con- 
currently with an Associate . 
In Management programme 
(AIM), which is South 
Africa's only full-time busi- 
ness course available to 
people with limited formal 
education. The AIM syllabus 
places more emphasis on 
group and project work. 

AIM attracts candidates in 


supervisory positions or 
with a background in the 
trade union movement who 
take a series of courses mod- 
elled on the MBA pro- 
gramme. Nicola Coombe. 
AIM director, describes it as 
k a bridge for people who in a 
normal society would have 
progressed beyond their cur- 
rent position”. 

The school also conducts 
research on the South Afri- 
can workplace through a 
variety of studies that con- 
tribute to its database and 
information service. The 
best known initiatives are 
the Breakwater Project, a 
biannual review of employ- 
ment equity among large 
corporations, and the Manu- 
facturing Roundtable, which 
has pioneered the Best Prac- 
tice Initiative, a review of 
manufacturing processes. 

Next to the experience of 
the changing South Africa 
and the splendours of Cape 


Town, the relatively low fees 
are one of the principal 
attractions of UCT’s MBA. 
The course, which begins in 
January and runs for a foil 
calendar year, is South 
Africa's only full-time MBA 
and costs just $9,500 for stu- 
dents living, outside 
Southern Africa. The rand 
cost for residents of coun- 
tries in the Southern African. 
Development Community is 
R30.500 ($6,174). 

For the past two years, the 
school's MBA programme 
has been the most highly 
rated in South Africa by 
respondents to an ann ual 
professional management 
MBA survey. Roughly 90 stu- 
dents have enrolled for the 
1998 class, which wOl be the - 
largest on record. The aver- 
age age Is 30, and the aver- 
age level of previous work 
experience -is- seven years. 


Mark Ashurst 
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Customized Programs 


Ranked #1 in the .World 
BusinessWeek Special Report 


October 1997 


To FIN0 OUT MORE, call 1 -800-UNC-EXEC (862-3932) 
or, outside the USA, call 1-919-962-3123 
e-mail: unc_exec@unc.edu or check out our web site at 

WWW.BSCH00L.UNC.EDU 



















